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The following releases relate to self-regulatory 
rule proposals and/or adoptions 


34-17660 34-17667 34-17670 34-17683 
34-17665 34-17668 34-17671 
34-17666 34-17669 34-17672 


33-6304 Adoption of technical amendments to 

Pg. 626 the safe harbor rule for projections 
and information on the effects of 
changing prices. 


33-6305 Amendment of various Parts of Title 

Pg.649 17, Chapter Il, of the Code of Federal 
Regulations by removing certain du- 
plicative rules relating to consent to 
service of process by non-resident 
brokers or dealers and investment 
advisers. 


33-6306 Proposed revision of the sections of 

Pg. 659 Regulation S—X that apply to the form 
and content of financial statements of 
insurance companies. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6304/March 27, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17658/March 27, 1981 


Public Utility Holding Co. Act of 1935 
Release No. 21979/March 27, 1981 


TRUST INDENTURE ACT OF 1939 
Release No. 621/March 27, 1981 


ACCOUNTING SERVICE 
Release No. 290/March 27, 1981 


TECHNICAL AMENDMENTS TO SAFE HARBOR 
RULE FOR PROJECTIONS AND INFORMATION 
ON THE EFFECTS OF CHANGING PRICES 


ACTION: Final rules. 


SUMMARY: The Commission announces the 
adoption of technical amendments to the safe har- 
bor rule for projections and information on the ef- 
fects of changing prices adopted under the various 
securities acts to correct drafting errors. The tech- 
nical amendments implement the Commission’s 
intent to provide a safe harbor rule applicable to 
such information included in documents filed with 
the Commission, in Part | of a quarterly report re- 
quired by the Securities Exchange Act of 1934, or 
in an annual report to shareholders. In addition, 
the safe harbor rule under the Trust Indenture Act 
of 1939 is revised to conform it to the rule under 
the Securities Act of 1933. 


EFFECTIVE DATE: (Upon publication in the FED- 
ERAL REGISTER.) 


FOR FURTHER INFORMATION CONTACT: Linda 
Griggs, Office of the Chief Accountant 
(202/272-2130) or William E. Morley, Division of 
Corporation Finance (202/272-2573), Securities 
and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securi- 


ties and Exchange Commission today announced 
technical amendments to Rule 175 (17 CFR 
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230.175) under the Securities Act of 1933 (15 
U.S.C. 77a et seq.), Rule 3b-6 (17 CFR 
240.3b-6) under the Securities Exchange Act of 
1934 (15 U.S.C. 78a et seq.), Rule 103A (17 CFR 
250.103A) under the Public Utility Holding Compa- 
ny Act of 1935 (15 U.S.C. 79 et seq.) and Rule 
0-11 (17 CFR 260.0-11) under the Trust Inden- 
ture Act of 1939 (15 U.S.C. 77aaa et seq.). These 
amendments correct drafting errors in Securities 
Act Release No. 6291, Accounting Series Release 
No. 287 (February 17, 1981) (46 FR 13988) and 
revise (1) the safe harbor rules included in that re- 
lease’ to make them applicable to forward-looking 
statements and information about the effects of 
changing prices included in Part | of Form 10-Q 
(17 CFR 249.318a), the quarterly reporting form 
required to be filed by most registrants, and (2) the 
safe harbor rule under the Trust Indenture Act to 
conform it to the related rules under the Securities 
Act, the Exchange Act and the Public Utility Hold- 
ing Company Act. 


In Securities Act Release No. 6291, the Commis- 
sion adopted amendments to the safe harbor rule 
for projections to extend it to information on the ef- 
fects of changing prices. Although the intent was 
to revise the related safe harbor rules adopted 
under the securities acts, inadvertently Rule 0-11 
under the Trust Indenture Act was not amended. 
The technical amendments announced herein in- 
clude this extension of Rule 0-11 to information 
on the effects of changing prices. 


In addition, the amendments announced in Securi- 
ties Act Release No. 6291 inadvertently omitted 
references to reaffirmations of forward-looking 
statements or information about the effects of 
changing prices in Part | of a quarterly report on 
Form 10-Q, although shortly before, in Securities 
Act Release No. 6288 (February 9, 1981) (46 FR 
12480), the Commission had announced amend- 
ments to Rule 175 and the related projections safe 
harbor rules to codify the staff's position that the 
safe harbor rules apply to forward-looking state- 





'Rule 0-9 (17 CFR 270.0-9) under the Invest- 
ment Company Act of 1940 (15 U.S.C. 80-1 et 
seq.) is not amended because paragraph (b) of 
that rule states that the rule applies to information 
about the effects of changing prices in a document 
“transmitted to or filed with the Commission.” 
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ments included in part | of a Form 10-Q.2 That co- 
dification was necessary because General Instruc- 
tion E of Form 10-Q provides that information 
presented pursuant to Items 1 and 2 of Part | of 
that form is not deemed filed for purposes of Sec- 
tion 18 of the Exchange Act. Since the Commis- 
sion intended to provide a safe harbor rule for 
forward-looking statements and information about 
the effects of changing prices in Part | of a Form 
10-Q, as well as in filed documents and annual 
reports to shareholders, the safe harbor rule is 
amended to clarify this application. 


TEXT OF AMENDED RULES 
17 CFR Chapter II is amended as follows: 


PART 230—GENERAL RULES AND REGULA- 
TIONS, SECURITIES ACT OF 1933 


1. By amending paragraphs (b)(1), (b)(1)(ii), 
(b)(2), (c), and (c)(4) of §230.175 to read as fol- 
lows: 


§ 230.175 Liability for certain statements by issu- 


(1) A forward-looking statement (as defined in par- 
agraph (c) of this section) made in a document 
filed with the Commission, in Part | of a quarterly 
report on Form 10-Q, §249.308a of this chapter, 
or in an annual report to shareholders meeting the 
requirements of Rules 14a-3(b) and (c) or 
14c-3(a) and (b) under the Securities Exchange 
Act of 1934, a statement reaffirming such forward- 
looking statement subsequent to the date the doc- 
ument was filed or the annual report was made 
publicly available, or a forward-looking statement 
made prior to the date the document was filed or 
the date the annual report was publicly available if 
such statement is reaffirmed in a field document, 





2Rule 175 was amended in Securities Act Release 
No. 6288 to implement this Commission action. 
The safe harbor rules adopted under the other 
acts, however, were not set forth correctly in that 
release. 
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in Part | of a quarterly report on Form 10-Q, or in 
an annual report made publicly available within a 
reasonable time after the making of such forward- 
looking statement; 


Provided, That 
(i) x**k 


(ii) The statements are not made by or on behalf of 
an issuer that is an investment company regis- 
tered under the Investment Company Act of 1940; 
and 


(2) Information relating to the effects of changing 
prices on the business enterprise presented volun- 
tarily or pursuant to Item 11 of Regulation S-K 
(§229.20), “Management’s discussion and analy- 
sis of financial condition and results of opera- 
tions,” or Item 12 of Regulation S—-K, “Supple- 
mentary financial information,” and disclosed in a 
document filed with the Commission, in Part | of a 
quarterly report on Form 10-Q, or in an annual re- 
port to shareholders meeting the requirements of 
Rules 14a-3(b) and (c) or 14c-3(a) and (b) under 
the Securities Exchange Act of 1934. 


(c) For the purpose of this rule, the term “forward- 
looking statement” shall mean and shall be limited 
to: 


(4) Disclosed statements of the assumptions un- 
derlying or relating to any of the statements de- 
scribed in paragraphs (c)(1), (2), or (3) above. 


* * * * 


PART 240—GENERAL RULES AND REGULA- 
TIONS, SECURITIES EXCHANGE OF 1934 


2. By amending paragraphs (b)(1), (b)(1)(ii), 
(b)(2), (c), and (c)(4) of §240.3b-6 to read as fol- 
lows: 


§ 240.3b-6 Liability for certain statements by is- 
suers. 
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(1) A forward-looking statement (as defined in par- 
agraph (c) of this section) made in a document 
filed with the Commission, in Part | of a quarterly 
report on Form 10-Q, §249.308a of this chapter, 
or in an annual report to shareholders meeting the 
requirements of Rules 14a-3(b) and (c) or 
14c-3(a) and (b) under the Securities Exchange 
Act of 1934, a statement reaffirming such forward- 
looking statement subsequent to the date the doc- 
ument was filed or the annual report was made 
publicly available, or a forward-looking statement 
made prior to the date the document was filed or 
the date the annual report was made publicly 
available if such statement is reaffirmed in a filed 
document, in Part | of a quarterly report on Form 
10-Q, or in an annual report made publicly availa- 
ble within a reasonable time after the making of 
such forward-looking statement; 


Provided, That 
(i) x** 


(ii) The statements are not made by or on behalf of 
an issuer that is an investment company regis- 
tered under the Investment Company Act of 1940; 
and 


(2) Information relating to the effects of changing 
prices on the business enterprise presented volun- 
tarily or pursuant to Item 11 of Regulation S-K 
(§229.20), “Management's discussion and analy- 
sis of financial condition and results of opera- 
tions,’ or Item 12 of Regulation S—-K, ‘“Supple- 
mentary financial information,’ and disclosed in a 
document filed with the Commission, in Part | of a 
quarterly report on Form 10-Q, or in an annual re- 
port to shareholders meeting the requirements of 
Rules 14a-3(b) and (c) or 14c-3(a) and (b) under 
the Securities Exchange Act of 1934. 


(c) For the purpose of this rule, the term ‘“forward- 
looking statement” shall mean and shall be limited 
to: 


(4) Disclosed statements of the assumptions un- 
derlying or relating to any of the statements de- 
scribed in paragraphs (c)(1), (2), or (3) above. 


* * * * 
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PART 250—GENERAL RULES AND REGULA- 
TIONS, PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


3. By amending paragraphs (b)(1), (b)(1)(ii), 
(b)(2), (c), (c)(4), and (d) of §250.103A to read as 
follows: §250.103A Liability for certain statements 
by issuers. 


* 


(b) *** 


(1) A forward-looking statement (as defined in par- 
agraph (c) of this section) made in a document 
filed with the Commission, in Part | of a quarterly 
report on Form 10-Q, §249.308a of this chapter, 
or in an annual report to shareholders meeting the 
requirements of Rules 14a-3(b) and (c) or 
14c-3(a) and (b) under the Securities Exchange 
Act of 1934, a statement reaffirming such forward- 
looking statement subsequent to the date the doc- 
ument was filed or the annual report was made 
publicly available, or a forward-looking statement 
made prior to the date the document was filed or 
the date the annual report was made publicly 
available if such statement is reaffirmed in a field 
document, in Part | of a quarterly report on Form 
10-Q, or in an annual report made publicly availa- 
ble within a reasonable time after the making of 
such forward-looking statement; 


Provided, That 
(i) x** 


(ii) The statements are not made by or on behalf of 
an issuer that is an investment company regis- 
tered under the Investment Company Act of 1940; 
and 


(2) Information relating to the effects of changing 
prices on the business enterprise presented volun- 
tarily or pursuant to Item 11 of Regulation S-K 
(§229.20), ‘Management's discussion and analy- 
sis of financial condition and results of opera- 
tions,” or Item 12 or Regulation S—K, “Supple- 
mentary financial information,” and disclosed in a 
document filed with the Commission, in Part | of a 
quarterly report on Form 10-Q, or in an annual re- 
port to shareholders meeting the requirements of 
Rules 14a-3(b) and (c) or 14c-3(a) and (b) under 
the Securities Exchange Act of 1934. 
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(c) For the purpose of this rule, the term “forward- 
looking statement” shall mean and shall be limited 
to: 


(4) Disclosed statements of the assumptions un- 
derlying or relating to any of the statements de- 
scribed in paragraphs (c)(1), (2), or (3) above. 


(d) For the purpose of this rule the term ‘‘fraudu- 
lent statement” shall mean a statement which is 
an untrue statement of a material fact, a statement 
false or misleading with respect to any material 
fact, an omission to state a material fact necessa- 
ry to make a statement not misleading, or which 
constitutes the employment of a manipulative, de- 
ceptive, or fraudulent device, contrivance, 
scheme, transaction, act, practice, course of busi- 
ness, or an artifice to defraud, as those terms are 
used in the Public Utility Holding Company Act of 
1935 and other acts referred to in section 16(b) 
thereof or the rules or regulations promulgated 
thereunder. 


PART 260—GENERAL RULES AND REGULA- 
TIONS, TRUST INDENTURE ACT OF 1939 


4. By revising §260.0-11 to read as follows: 


§ 260.0-11 Liability for certain statements by is- 
suers. 


(a) A statement within the coverage of paragraph 
(b) below which is made by or on behalf of an is- 
suer or by an outside reviewer retained by the is- 
suer shall be deemed not to be a fraudulent state- 
ment (as defined in paragraph (d) of this section), 
unless it is shown that such statement was made 
or reaffirmed without a reasonable basis or was 
disclosed other than in good faith. 


(b) This rule applies to the following statements: 


(1) A forward-looking statement (as defined in par- 
agraph (c) of this section) made in a document 
filed with the Commission, in Part | of a quarterly 
report on Form 10-Q, §249.308a of this chapter, 
or in an annual report to shareholders meeting the 
requirements of Rules 14a-3(b) and (c) or 
14c-3(a) and (b) under the Securities Exchange 
Act of 1934, a statement reaffirming such forward- 
looking statement subsequent to the date the doc- 
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ument was filed or the annual report was made 
publicly available, or a forward-looking statement 
made prior to the date the document was filed or 
the date the annual report was made publicly 
available if such statement is reaffirmed in a filed 
document, in Part | of a quarterly report on Form 
10-Q, or in an annual report made publicly availa- 
ble within a reasonable time after the making of 
such forward-looking statement; 


Provided, That 


(i) At the time such statements are made or reaf- 
firmed, the issuer is subject to the reporting re- 
quirements of the Securities Exchange Act of 1934 
and has filed its most recent annual report on 
Form 10-K, or, if the issuer is not subject to the 
reporting requirements of the Securities Exchange 
Act of 1934, the statements are made in a regis- 
tration statement filed under the Securities Act of 
1933, and 


(ii) The statements are not made by or on behalf of 
an issuer that is an investment company regis- 
tered under the Investment Company Act of 1940; 
and 


(2) Information relating to the effects of changing 
prices on the business enterprise presented volun- 
tarily or pursuant to Item 11 of Regualtion S-K 
(§229.20), “Management’s discussion and analy- 
sis of financial condition and results of opera- 
tions,” or Item 12 of Regulation S—-K, “Supple- 
mentary financial information,” and disclosed in a 
document filed with the Commission, in Part | of a 
quarterly report on Form 10-Q, or in an annual re- 
port to shareholders meeting the requirements of 
Rules 14a-3(b) and (c) or 14c-3(a) and (b) under 
the Securities Exchange Act of 1934. 


(c) For the purpose of this rule, the term “forward- 
looking statement” shall mean and shall be limited 
to: 


(1) A statement containing a projection of reve- 
nues, income (loss), earnings (loss) per share, 
capital expenditures, dividends, capital structure 
or other financial items; 


(2) A statement of management's plans and objec- 
tives for future operations; 
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(3) A statement of future economic performance 
contained in management's discussion and analy- 
sis of financial condition and results of operations 
included pursuant to Item 11 of Regulation S—K; or 


(4) Disclosed statements of the assumptions un- 
derlying or relating to any of the statements de- 
scribed in paragraphs (c)(1), (2), or (3) above. 


(d) For the purpose of this rule the term ‘‘fraudu- 
lent statement” shall mean a statement which is 
an untrue statement of a material fact, a statement 
false or misleading with respect to any material 
fact, an omission to state a material fact necessa- 
ry to make a statement not misleading, or which 
constitutes the employment of a manipulative, de- 
ceptive, or fraudulent device, contrivance, 
scheme, transaction, act, practice, course of busi- 
ness, or an artifice to defraud, as those terms are 
used in the Trust Indenture Act of 1939 and other 
acts referred to in section 323(b) thereof or the 
rules or regulations promulgated thereunder. 


Authority 


These amendments are adopted pursuant to the 
authority in Sections 6, 7, 8, and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77j, 77s] of the Securities Act of 
1933; Sections 12, 13, 15(d) and 23(a) [15 U.S.C. 
781, 78m, 780(d), 78w] of the Securities Ex- 
change Act of 1934; Section 20 [15 U.S.C. 79t] of 
the Public Utility Holding Company Act of 1935; 
and Section 319(a) [15 U.S.C. 77nnn(c)] of the 
Trust Indenture Act of 1939. 


Procedural Matters 


Pursuant to Section 23(a)(2) of the Securities Ex- 
change Act, the Commission has considered the 
impact of these technical amendments on compe- 
tition and has concluded that such amendments 
would not impose any burden on competition. Fur- 
ther, the Commission believes that it is appropri- 
ate to adopt these technical amendments effective 
immediately in order to achieve the intended pur- 
pose in the rule changes adopted in February 
1981.° Accordingly, pursuant to Section 553(b) of 
the Administrative Procedure Act (‘‘APA’’) (5 
U.S.C. 553(b)), the Commission for good cause 





3See Securities Act Release Nos. 6291 and 6288. 
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finds that notice and opportunity for public com- 
ment at this time is impracticable, unnecessary 
and contrary to the public interest. In addition, pur- 
suant to Section 553(d) of the APA (5 U.S.C. 
553(d)), the Commission finds good cause to 
adopt the foregoing technical amendments effect- 
ive immediately in order to achieve the intended 
purpose of its previous rule changes. 


By the Commission 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6305/March 27, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17659/March 27, 1981 


TRUST INDENTURE ACT OF 1939 
Release No. 622/March 27, 1981 


Investment Company Act of 1940 
Release No. 11707/March 27, 1981 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 755/March 27, 1981 


REMOVAL OF CERTAIN DUPLICATIVE RULES 
ACTION: Removal of duplicative rules. 


SUMMARY: The Commission is amending various 
Parts of title 17, Chapter Il, of the Code of Federal 
Regulations by removing certain duplicative rules 
relating to consent to service of process by non- 
resident brokers or dealers and investment ad- 
visers. These amendments are administrative in 
nature and are intended solely to eliminate unnec- 
essary duplications. 


EFFECTIVE DATE: March 27, 1981. 


FOR FURTHER INFORMATION CONTACT; 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Room 892, 500 North 
Capitol Street, Washington, D.C., 202-272-2600. 
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Text of Amendments 


Accordingly, 17 CFR Chapter II is amended as fol- 
lows: 


PART 230—GENERAL RULES AND REGULA- 
TIONS, SECURITIES ACT OF 1933 


Part 230 is amended by removing §§230.172 and 
230.173. 


PART 240—GENERAL RULES AND REGULA- 
TIONS, SECURITIES EXCHANGE ACT OF 1934 


PART 240 is amended by removing §240.0-7. 


PART 260—GENERAL RULES AND REGULA- 
TIONS, TRUST INDENTURE ACT OF 1939 


Part 260 is amended by removing §§260.09-9 
and 260.10 


PART 270—RULES AND REGULATIONS, IN- 
VESTMENT COMPANY ACT OF 1940 


Part 270 is amended by removing §§270.06 and 
270.07. 


PART 275—RULES AND REGULATIONS, IN- 
VESTMENT ADVISERS ACT OF 1940 


Part 275 is amended by removing §275.01. 


Since these amendments are administrative in na- 
ture, the commission finds that notice and com- 
ment procedures are unnecessary and therefore 
the amendments may become effective immedi- 
ately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITY ACT OF 1933 
Release No. 6306/March 30, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17673/March 30, 1981 


PROPOSED REVISION OF FINANCIAL STATE- 
MENT REQUIREMENTS APPLICABLE TO IN- 
SURANCE COMPANIES 


ACTION: Proposed rules and withdrawal of previ- 
ous proposal. 


SUMMARY: The Commission is publishing for 
comment a revision of the sections of Regulation 
S-X that apply to the form and content of financial 
statements of insurance companies. Present Arti- 
cles 7 and 7A which apply to property and liability 
insurance companies and life insurance com- 
panies, respectively, are proposed to be combined 
into one new Article 7, and three schedules in Arti- 
cle 12 that apply specifically to insurance com- 
panies are proposed to be replaced by two revised 
schedules. The proposed changes have been 
structured in a manner to facilitate the integration 
of disclosure requirements under the Securities 
Act of 1933 and the Securities Exchange Act of 
1934 by attaining uniformity between insurance 
company financial statements that are included in 
annual reports to shareholders and those that are 
prepared in accordance with Regulation S-X. The 
changes also eliminate rules that duplicate gener- 
ally accepted accounting principles and clarify and 
update requirements to coincide with current ac- 
counting practices. 


In addition to proposing revised rules, this release 
serves to withdraw Release 33-5176 which is an 
outstanding proposal for minor modifications to Ar- 
ticles 7, 7A and 12. 


DATE: Comments should be submitted on or be- 
fore June 1, 1981. 


ADDRESS: Comment letters should refer to File 
No. S7-879 and should be submitted in triplicate 
to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. All comments received will be available for 
public inspection and copying in the Commission's 
Public Reference room, 1100 L Street, N.W., 
Washington, D.C. 20549. 
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FOR FURTHER INFORMATION CONTACT: Ar- 
thur J. Schmeiser (202-272-2133), Office of the 
Chief Accountant, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: 
|. Background 
General 


On September 2, 1980, the Commission published 
a general revision of Regulation S-X (“S-X”).! 
That release, one of a series of four separate but 
related releases, was a comprehensive revision 
of Articles 3, 5 and 12 of S—X. One of the major 
purposes of that release was to modify S—X to fa- 
cilitate uniformity between financial statements in- 
cluded in filings with the Commission and those in- 
cluded in annual reports to shareholders prepared 
in accordance with the Commission’s proxy rules. 
At the time the amendments to Articles 3, 5 and 12 
were adopted, the Commission indicated its intent 
to revise the specific industry requirements includ- 
ed in Articles 6 (Investment Comapnies), 7 and 7A 
(Insurance Companies), and 9 (Banks). This pro- 
posal addresses changes to Articles 7 and 7A 
which apply to property and liability insurance 
companies and life insurance companies; it com- 
bines the two Articles into one and at the same 
time includes requirements for title insurance 
companies. In addition, certain of the related 
schedules in Article 12 would be amended. 





1Securities Act Release No. 6233. 


2These releases are part of the Commission's in- 
tegrated disclosure project which is intended to 
improve disclosure in certain important areas, to 
reduce some of the burdens of disclosure by 
eliminating obsolete or duplicative requirements, 
and facilitate the integration of filings made under 
the Securities Act and the Exchange Act. The re- 
leases referred to are 33-6231 (amendments to 
Form 10-K and related revisions); 33-6232 (new 
simplified form for the registration of securities 
issued in certain mergers and reorganization 
transactions); 33-6233 (general revision of S—X) 
and 33-6234 (uniform financial statement instruc- 
tions). 
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History 


Existing Articles 7 and 7A were adopted in 1974 
and 19753 near the end of a period of significant 
development in financial accounting and reporting 
by insurance companies. Until the mid-1960’s, in- 
surance companies relied largely upon statutory 
accounting principles in the preparation of ac- 
counting records and presentation of financial in- 
formation. Starting in 1966, the American Institute 
of Certified Public Accountants (“AICPA”) began 
to develop accounting principles involving insur- 
ance companies. Since then the following have 
been issued: 


AICPA Audit Guides: 


Audits of Fire and Casualty Insurance 
Companies 
(July, 1966) 


Audits of Stock Life Insurance 
Companies 
(December, 1972) 


AICPA Statements of Position: 


Accounting for Property and Liability In- 
surance Companies 
(SOP 78-6) 


Accounting for Investments in Stock Life 
Insurance Companies 
(SOP 79-3) 


Accounting for Title Insurance Compan- 
ies 


(SOP 80-1) 


In 1979, the Financial Accounting Standards 
Board (“FASB”) anriounced its project* to extract 





3Securities Act Release No. 5456 (February 14, 
1974) and Securities Act Release No. 5644 (No- 
vember 14, 1975). 


4Statement of Financial Accounting Standards No. 
32, Specialized Accounting and Reporting Princi- 
ples and Practices in AICPA Statements of Posi- 
tion and Guides on Accounting and Auditing Mat- 
ters (September, 1979). 
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the specialized accounting and reporting princi- 
ples and practices from the AICPA Guides and 
Statements of Position. The FASB is now in the 
process of combining the above listed Audit 
Guides and Statements of Position for inclusion in 
an FASB statement. Presently, the principles and 
practices embodied in this literature are consid- 
ered preferable accounting, and the FASB has ac- 
knowledged that these specialized principles and 
practices are encompassed in the conventions, 
rules and procedures referred to as generally ac- 
cepted accounting principles (“GAAP”). 


Thus, this amendment of S-X is occurring on a 
timely basis that coincides with the codification of 
existing private sector literature. The two should 
complement each other since the private sector lit- 
erature is oriented toward accounting standards 
and S-X primarily provides disclosure require- 
ments. 


ll. Discussion of Proposed Changes to the Rules 
Consolidation 


The most pervasive change proposed in this revi- 
sion is the elimination of Article 7A and the inte- 
gration of the unique aspects of that Article and of 
title insurance into Article 7. By proposing this 
change, the Commission is providing specific re- 
quirements for the growing trend among multi-line 
insurance entities of a consolidated presentation 
in their financial statements. The Commissioni- 
does not necessarily believe that the presentation 
of consolidated financial statements for multi-line 
insurance companies is the best method. Howev- 
er, Article 7 has been structured in a manner to 
provide guidelines for issuers who prefer a consol- 
idated presentation and also to condense and sim- 
plify the regulations. Those who prefer not to con- 
solidate simply would ignore the nonapplicable 
captions. 


The development of segment reporting has re- 
moved many of the conceptual arguments for not 
consolidating unlike insurance businesses. The 
segment standard’ requires companies to dis- 





5 Statement of Financial Accounting Standards No. 
14, Financial Reporting for Segments of a Busi- 
ness Enterprise (December, 1976). 
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close, for each reportable segment, revenue infor- 
mation; profitability information; identifiable 
assets; and other related disclosures. Thus, a 
company could be consolidating different types of 
insurance businesses into a single set of financial 
statements, but certain supplementary disclosures 
about the different types of businesses would be 
made. Segment disclosures have been considered 
by some as not providing all of the needed sepa- 
rate disclosures in certain circumstances. The 
Commission believes that this is probably true with 
respect to multi-line insurance companies and, 
therefore, Article 7, as proposed, contains certain 
disclosure requirements to provide information by 
line of insurance. In addition, 3A—02(e) of S-X 
would still require registrants to provide separate 
financial statements in Commission filings if a 
property and liability insurance business is consol- 
idated with a life insurance business and the sig- 
nificance test is met. 


Statutory Accounting 


Requirements for reconciliation of stockholders’ 
equity and net income as determined under statu- 
tory accounting requirements and under GAAP 
have been deleted. The provision limiting the use 
of statutory financial statements to situations 
where the statutes of a state prohibit the presenta- 
tion of statements on a GAAP basis has also been 
deleted. These two deletions reflect the broad use 
and acceptance of GAAP statements for investor 
reporting purposes. In view of the fact that state- 
ments based on statutory accounting requirements 
are still used for regulatory purposes and are 
given a certain limited circulation, a provision that 
the statements be prepared in accordance with 
GAAP has been retained.® 


Duplication with GAAP 


The proposed Article 7 excludes those require- 
ments of the existing rules that duplicate GAAP. 
The areas where this duplication results and is 





6 Also retained is a provision that mutual insurance 
companies and their wholly-owned stock company 
subsidiaries may prepare statements in accord- 
ance with statutory accounting requirements. 
However, the applicable disclosures required by 
Article 7 should be made by these companies. 
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proposed for elimination include deferred policy 
acquisition costs; disclosure of accounting princi- 
ples and practices; life insurance income taxes; 
and restrictions on stockholders’ equity. 


Specialized Disclosures 


Investment reporting on the balance sheet and in 
the investment summary schedule prescribed by 
12-15 of S—X would be changed to report bonds 
and notes, preferred stocks and common stocks in 
two categories—fixed maturities and equity secu- 
rities. This two-category presentation reflects the 
consideration given redeemable preferred stocks 
in accounting Series Release No. 268.’ 


The analysis of gain or loss on securities, as re- 
quired currently by a special note to both Articles 7 
and 7A, is retained as a note disclosure, but the 
rule is included with the requirement for the ‘in- 
come statement under the ‘Realized gains or 
losses...” caption. The Insurance Companies 
Committee of the AICPA had suggested that the 
Commission eliminate this disclosure requirement 
because they believe the disclosure is not mean- 
ingful. The AICPA group also suggested that two 
other specialized requirements be eliminated, they 
are: the requirement to disclose on the face of the 
income statement the change in the value of mar- 
ketable equity securities during the period and; the 
requirement to disclose the name of any person in 
which the total amount invested in the person and 
its affiliates exceeds two percent of total invest- 
ments. These disclosure requirements also remain 
in the proposed new rules. Accordingly, commen- 
tators are requested specifically to comment on 
these portions of the proposal. 


In accordance with the change in the recently 
adopted revision of Article 5 and in conformance 
with provisions of GAAP, the requirement for dis- 
closure of indebtedness to and from, and invest- 
ment in, ‘affiliates and other persons” has been 
changed to reporting of such amounts with “relat- 
ed parties.” 


The related schedules required by Article 12 of 
S-X would undergo a number of changes. Those 
required by 12-16, 12-17 and 12-18 for reporting 





7Securities Act Release No. 6097 (July 27, 1979). 
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premiums, losses and claims and policy acquisi- 
tion costs, future policy benefits, insurance in 
force, and deferred policy acquisition costs would 
be deleted and two new schedules would be re- 
quired. One of these would be designated 12-16, 
Supplementary Insurance Information, and would 
require certain expanded segment disclosures. 
The second proposed schedule, 12-17, Reinsur- 
ance, would elicit information as to amounts of 
ceded and assumed reinsurance premiums and 
life insurance in force. This informationis a revi- 
sion of that presently required under special notes 
to existing Articles 7 and 7A.® 


Other Changes 


Numerous changes have been made to accommo- 
date uniformity between financial statements in- 
cluded in annual reports to shareholders and 
those prepared in accordance with S—X. In many 
instances, the Commission proposes to permit dis- 
closures in the notes to financial statements rather 
than on the face of the financial statements. Addi- 
tionally, if these rules and changes are adopted, 
other conforming changes will be necessary to ac- 
commodate the amendments. 


As stated previously, this proposal is part of the 
Commission’s integration project. If these rules 
are adopted, concurrently the Commission will 
amend the proxy rules to eliminate the temporary 
rule that requires only substantial compliance with 
Articles 7 and 7A in annual reports to sharehold- 
ers. Accordingly, financial statements of insurance 
companies included in filings with the Commission 
and in annual reports to shareholders would be re- 
quired to be uniform. 


lll. Reference Table of Rule changes 


The following table is presented to facilitate analy- 
sis of the changes to Article 7 by showing each of 
the present rules and its proposed disposition and 
new rules which are proposed to be added. Also 
included are brief descriptions of the proposed 





8information as to the general nature of reinsur- 
ance, which also was required by the special 
notes, would be called for as a note to the balance 
sheet caption, “Policy liabilities and accruals,” in 
the proposed new Article 7. 
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changes. A more comprehensive explanation and only as an outline of the proposed changes, the 
discussion of the major changes and deletions is proposed rules and the discussion of changes 
presented in Section Il. Since the table is intended should also be read. 


Present Rule Proposed rule 
ARTICLE 7 


210.7-01 210.7-01 Revised to extend coverage to all insurance companies. 
210.7-02(a) 210.7—02(a) Minor wording revisions. 
210.7-02(b) Deleted. 


210.7-02(c) Deleted. 


210.7-02(d) 210.7—02(b) Minor wording revisions. Combined with 210.7-02(c). 


210.7-02(e) 210.7—02(b) No change. 
210.7-02(a) 210.7—03(a) Explains purpose of this section of the article. 


210.7-03.1 210.7-03.1 Separate captions for bonds and notes, preferred stocks, and 
common stocks are deleted and replaced by captions for fixed maturities 
and equity securities. Caption for policy loans added. 


Notes: 

(1) No change except combined with present Note (2). 
Moved to Note (1). 

(2) New note defines fixed maturities and equity securities. 


(3) Revised to permit disclosure of accumulated depreciation and amortiza- 
tion deducted from investmental real estate on the face of the balance sheet 
or in a note thereto. 


(4) No change. 


(5) Revised to permit disclosure of certain components of other investments 
on the face of the balance sheet or in a note thereto. 


(6) No change. 
(7) Minor wording revisions. 
(8) Minor wording revisions. 


210.7-03.2 210.7-03.2 Revised to provide general requirements for cash restricted and 
not restricted. 
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Present Rule 
ARTICLE 7 


210.7-03.3 


210.7-03.4 


210.7-03.5 


210.7-03.6 


210.7-03.7 


210.7-03.8 


None 


210.7-03.9 


None 


210.7-03.10 


210.7-03.11 


210.7-03.12 


210.7-03.13 


210.7-03.14 


210.7-03.15 


210.7-03.16 


210.7-03.17 


None 
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Proposed rule 


210-7-03.3 Revised to include related parties and reference to 210.4—08(k) 
for requirements. 


210.7-03.4 No change. 


210.7-03.5 Revised to include all accounts and notes receivable. 


210.7-03.6 No change. 


210.7-03.8 Revised to permit disclosure of accumulated depreciation and 
amortization on the face of the balance sheet or in a note thereto. 


210.7-03.7 Revised to require separate disclosure for various lines of insur- 
ance. 


210.7-03.9 Caption “Title plant” added. 


210.7-03.10 Permits disclosure of other assets greater than five percent of 
total assets on the face of the balance sheet or in a note thereto. 


210.7-03.11 Caption “Assets held in separate accounts” added. 


210.7—03.12 No change. 


210.7-03.13 Caption modified; rule revised to require disclosure of un- 
earned premiums, other policy claims and benefitis payable, basis of as- 
sumption and information about reinsurance; separate disclosures are to be 
provided for various lines of insurance. 


Included in 210.7-03.13 


210.7—03.14 Revised to require disclosure of items applicable to other lines 

of insurance; permits disclosure of components greater than five percent of 
total liabilities on the face of the balance sheet or in a note thereto; includes 
disclosure requirements for participating insurance. 


210.7-03.16 Caption modified. 


210.7—03.17 Revised to include related parties and reference to 210.4—08(k) 
for requirements. 


210.7-03.15 Combined with other liabilities. 


210.7-03.15 Includes present 210.7-03.16; permits liabilities greater than 
five percent of total liabilities to be presented on the face of the balance 
sheet or in a note thereto. 


210.7-03.18 Caption “Liabilities related to separate accounts” added. 
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Present Rule 
ARTICLE 7 


210.7—-03.18 


None 


210.7-03.19 
210.7-03.20 
210.7-03.21 


210.7-03.22 


210.7-03.23 
210.7-04 


210.7-04.1 


210.7-04.2 
210.7-04.3 


210.7-04.4 


210.7-04.5 


210.7-04.6 
210.7-04.7 
210.7-04.8 
210.7-04.9 
210.7-04.10 
210.7-04.11 
210.7-04.12 
210.7-04.13 


None 
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Proposed rule 


210.7-03.19 Caption only retained. 


210.7-03.20 Caption “Minority interests in consolidated subsidiaries” 
added. 


210.7—03.21 No change. 
210.7-03.22 No change. 


210.7—-03.23 Caption retained with a reference to 210.5—02.30. 


210.7-03.24 (a) Revised to permit the combination of certain items; (b) de- 
leted; (c) deleted; (d) reference to 210.5—02.31; (e) deleted; (f) deleted. 


210.7—03.25 No change. 
210.7—04 Explains purpose of this section of the article. 


210.7-4.1 Caption modified; revised to require separate disclosure of 
various lines of insurance. 


210.7—04.2 No change. 
210.7-04.3 Revised to be more explicit. 


210.7-04.4 Caption modified; revised to accommodate other lines of insur- 
ance; narrative eliminated. 


210.7-04.6 Caption modified; revised to include other operating costs and 
expenses. 


Included in 210.7-04.6 

210.7-04.5 Caption modified. 

210.7—-04.7 No change. 

210.7-04.8 No change. 

210.7-04.10 Revised to permit more flexibility for placement. 
210.7—-04.9 No change. 

210.7—-04.11 No change. 

210.7-04.12 Minor wording revisions; includes previous 210.7-05.3. 


210.7-04.13 Caption ‘discontinued operations” added. 
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Present Rule 
ARTICLE 7 


210.7-04.14 
210.7-04.15 


None 


210.7-04.16 
210.7-04.17 
210.7-05.1 
210.7-05.2 
210.7-05.3 
210.7-05.4 
210.7-06(a) 
210.7-06(b) 
210.7-06(c) 
210.7-06(d) 
Schedule | 
Schedule II 
Schedule III 
Schedule IV 
Schedule V 
Schedule VI 
None 

None 
Schedule VII 
None 


210.7A 
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Proposed rule 


210.7-04.14 Caption modified to recognize current GAAP. 
210.7-04.15 Caption only retained. 


210.7-04.16 Caption “Cumulative effects of changes in accounting princi- 
ples” added. 


210.7—04.17 No change. 

210.7-04.18 Caption only retained. 

Deleted. 

Deleted. 

210.7-04.12 No change. 

210.7-03.13 No change. 

210.7-05(a) Revised to reflect schedule changes. 
210.7—05(b) No change. 

Deleted. 

210.7—05(c) No change. 

Schedule | No change. 

Schedule Ill No change. 

Schedule IV No change. 

Schedule |! Disclosure threshold increased from $20,000 to $100,000. 
Schedule Ill No change. 

Deleted. 

Schedule V added. 

Schedule VI added. 

Schedule Vil No change. 


Schedule IX added. 


This Article is deleted and has been integrated with new Article 7. 
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RESCISSION OF OUTSTANDING PROPOSAL 


Release 33-5716, issued in 1976, which proposed 
amendments to Articles 7, 7A and 12, is with- 
drawn. 


The text of the proposal is set forth below: 


PART 210—FORM AND CONTENT OF FINAN- 
CIAL STATEMENTS, SECURITIES ACT OF 1933, 
SECURITIES EXCHANGE ACT OF 1934, PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935, IN- 
VESTMENT COMPANY ACT OF 1940, AND EN- 
ERGY POLICY AND CONSERVATION ACT OF 
1975 


1.17 CFR 210.5-01(a)(5) is proposed to be de- 
leted and replaced with the following: 


§210.5-01 
210.5-04. 


Application of §§210.5-01 to 


(ays 


(5) Insurance companies (see §§210.7-01 to 
210.7-05). 


* 


2.17 CFR 210.7-01 to 210.7-06 is proposed to 
be deleted and replaced with the following 
§210.7-01 to 210.7-05: 


INSURANCE COMPANIES 


§210.7-01 
210.7-05. 


Application of §§210.7-01 to 


This article shall be applicable to financial state- 
ments filed for insurance companies. 


§210.7-02 General requirement. 


(a) Financial statements filed with the Commission 
for a person to which this article applies, which are 
not prepared in accordance with generally accept- 
ed accounting principles will be presumed to be 





9Release Nos. 33-5716, 34-12507, 35-19552, 
IC-—9310 [41 FR 24727, June 18, 1976]. 
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misleading or inaccurate, despite footnote or other 
disclosures, unless the Commission has otherwise 
provided. The requirements of the general rules in 
§§210.1-01—1-02, 210.2-01—2-05, 
210.3-03—3-6, 210.3A-01—3A-08 and 
210.4-01 —4-—10 shall be applicable except where 
they differ from requirements of §§210.7-01 to 
210.7-05. 


(b) Notwithstanding the foregoing requirement, fi- 
nancial statements filed for mutual insurance 
companies and wholly-owned stock insurance 
company subsidiaries of mutual insurance com- 
panies may be prepared in accordance with statu- 
tory accounting requirements. Financial state- 
ments prepared in accordance with statutory 
accounting requirements may be condensed as 
appropriate, but the amounts to be reported for net 
gain from operations (or net income or loss) and 
total capital and surplus (or surplus as regards 
policyholders) shall be the same as those reported 
on the corresponding Annual Statement. 


§210.7-03 Balance sheets. 


(a) The purpose of this rule is to indicate the 
various items which, if applicable, and except as 
otherwise permitted by the Commission, should 
appear on the face of the balance sheets and in 
the notes thereto filed for persons for whom this 
article pertains. [See §210.4—01(a).]. 


ASSETS AND OTHER DEBITS 


1. Investment—other than investments in related 
parties. 


(a) Fixed maturities. 

(b) Equity securities. 
Mortgage loans on real estate. 
Real estate. 
Policy loans. 
Other loans and investments. 
Invested cash. 


Total investments. 
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NOTES: (1) State parenthetically or otherwise in 
the balance sheet (a) the basis of determining the 
amounts shown in the balance sheet and (b) as to 
fixed maturities and equity securities either aggre- 
gate cost or aggregate value at the balance sheet 
date, whichever is the alternate amount of that 
shown in the balance sheet. Consideration shall 
be given to the discussion of ‘Valuation of Securi- 
ties” in Accounting Series Release No. 118. 


(2) Include under fixed maturities: bonds, notes, 
marketable certificates of deposit and redeemable 
preferred stocks. Include under equity securities: 
common stocks and nonredeemable preferred 
stocks. 


(3) State separately in the balance sheet or in a 
note thereto accumulated depreciation and amorti- 
zation deducted from investment real estate. 


(4) Include under subcaption (g) share accounts in 
savings and loan associations, savings accounts, 
time deposits and other cash accounts and cash 
equivalents earning interest. State in a note any 
amounts subject to withdrawal or usage restric- 
tions. [See §210.5-02.1] 


(5) State separately in a note any class of invest- 
ments included in subcaption (f) the amount of 
which exceeds five percent of total assets. 


(6) State in a note the name of any person in 
which the total amount invested in the person and 
its affiliates, included in the above subcaptions, 
exceeds two percent of total investments. For this 
disclosure, include in the amount invested in a 
person and its affiliates the aggregate of indebted- 
ness and stocks issued by such person and its af- 
filiates that is included in the several subcaptions 
above, and the amount of any real estate included 
in subcaption (d) that was purchased or acquired 
from such person and its affiliates. Indicate the 
amount included in each subcaption. An_ invest- 
ment in bonds and notes of the United States Gov- 
ernment or of a federal government agency or 
authority which exceeds two percent of total in- 
vestments need not be reported. 


(7) Investments in unconsolidated subsidiaries 
and 50 percent or less owned persons (including 
partnerships) which are held for investment pur- 
poses should be included under an appropriate 
subcaption above. The related equity in earnings 
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shall be included under §210.7-04.02 and the 
amount of dividends or other distributions stated 
separately in a note. 


(8) For each investment included in subcaptions 
(a) through (g), state in a note any amounts which 
have been non-income producing for the six 
months preceding the balance sheet date. An in- 
vestment accounted for by the equity method from 
which no cash dividend was received during the 
six-month period shall be included as non-income 
producing. 


2. Cash and cash items. Cash and cash items that 
are restricted as to withdrawal or usage shall be 
disclosed separately on the balance sheet. The 
provisions of any restrictions shall be described in 
a note to the financial statements. Restrictions 
may include legally restricted deposits held as 
compensating balances against short-term bor- 
rowing arrangements, contracts entered into with 
others, or company statements of intention with 
regard to particular deposits. In cases where 
compensating balance arrangements exist but are 
not agreements which legally restrict the use of 
cash amounts shown on the balance sheet, de- 
scribe in the notes to the financial statements 
these arrangements and the amount involved, if 
determinable, for the most recent audited balance 
sheet required. Compensating balances that are 
maintained under an agreement to assure future 
credit availability shall be disclosed in the notes to 
the financial statements along with the amount 
and terms of the agreement. 


3. Securities and indebtedness of related parties. 
State separately (a) investments in related parties 
held for operating purposes rather than investment 
and (b) indebtedness from such related parties. 
[See §210.4-08(k).] 


4. Accrued investment income. 


5.Accounts and notes receivable. Include under 
this caption (a) amounts receivable from agents 
and insureds, (b) uncollected premiums and (c) 
other receivables. State separately in the balance 
sheet or in a note thereto any category of receiva- 
ble which is in excess of five percent of total 
assets. State separately in the balance sheet or in 
a note thereto the amount of allowance for doubt- 
ful accounts that was deducted. 
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6. Reinsurance recoverable on paid losses. 


7. Deferred policy acquisition costs. State sepa- 
rately in the balance sheet or in a note thereto the 
amount of deferred policy acquisition costs that re- 
late to (a) property and liability insurance, (b) life 
insurance, and (c) accident and health insurance. 


8. Property and equipment. (a) State the basis of 
determining the amounts. 


(b) State separately in the balance sheet or in a 
note thereto the amount of accumulated deprecia- 
tion and amortization of property and equipment. 


9. Title plant. 


10. Other assets. State separately in the balance 
sheet or in a note thereto any item not properly 
classified in another asset caption the amount of 
which exceeds five percent of total assets. 


11. Assets held in separate accounts. Include 
under this caption the aggregate amount of assets 
used to fund liabilities related to variable annuities, 
pension funds and similar activities. The aggre- 
gate liability shall be included under caption 18. If 
the amount reported exceeds ten percent of total 
assets, describe in a note to the financial state- 
ments the general nature of the activities being re- 
ported on in the separate accounts and the princi- 
pal asset and liability classifications. 


12. Total assets and, when appropriate, other 
debits. 


LIABILITIES AND OTHER CREDITS 


13. Policy liabilities and accruals. (a) State sepa- 
rately in the balance sheet the amounts of (1) fu- 
ture policy benefits and losses, claims and loss 
expenses, (2) unearned premiums and (3) other 
policy claims and benefits payable. State sepa- 
rately in a note thereto the amounts allocable to 
property and liability insurance, life insurance, and 
accident and health insurance. 


(b) State in a note to the financial statements the 
basis of assumptions (interest rates, mortality, 
withdrawals) for future policy benefits and claims 
and settlements which are stated at present value. 
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(c) Information shall be given in a note concerning 
the general nature of reinsurance transactions. 
The information provided shall include (1) the na- 
ture of the contingent liability in connection with in- 
surance ceded and (2) the net gain or loss on non- 
recurring reinsurance transactions. 


14. Other policyholders’ funds. (a) Include 
amounts of supplementary contracts without life 
contingencies, policy-holders’ dividend accumula- 
tions, undistributed earnings on participating busi- 
ness, dividends to policyholders and retrospective 
return premiums (not included elsewhere) and any 
similar items. State separately in the balance 
sheet or in a note thereto any item the amount of 
which is in excess of five percent of total liabilities. 


(b) State in a note to the financial statements the 
relative significance of participating insurance ex- 
pressed as percentages of (1) insurance in force 
and (2) premium income; and the method by which 
earnings and dividends allocable to such insur- 
ance is determined. 


15. Other liabilities. (a) Include under this caption 
such items as accrued payrolls, accrued interest 
and taxes. State separately in the balance sheet 
or in a note thereto any item not properly classified 
in another liability caption the amount of which ex- 
ceeds five percent of total future policy benefits 
and liabilities. 


(b) State separately in the balance sheet or in a 
note thereto the amount of (1) income taxes pay- 
able and (2) deferred income taxes. Disclose sep- 
arately the amount of deferred income taxes ap- 
plicable to unrealized appreciation of equity se- 
curities. 


16. Notes payable, bonds, mortgages and similar 
obligations, including capitalized leases. (a) State 
separately in the balance sheet (1) short-term debt 
and (2) long-term debt including capitalized 
leases. 


(b) The disclosure required by §210.5-02.19(b) 
shall be given if the aggregate of short-term 
borrowings from banks, factors and other financial 
institutions and commercial paper issued exceeds 
five percent of total liabilities. 


(c) The disclosure requirements of §210.5-02.22 
shall be followed for long-term debt. 
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17. Indebtedness to related parties. [See 
§210.4—08(k).] 


18. Liabilities related to separate accounts. 
19. Commitments and contingent liabilities. 
Minority Interests 


20. Minority interests in consolidated subsidiar- 
ies. State separately in a note the amounts repre- 
sented by preferred stock and the applicable divi- 
dend requirements if the preferred stock is 
material in relation to the consolidated stockhold- 
ers’ equity. 


Redeemable Preferred Stocks 


21. Preferred stocks subject to mandatory re- 
demption requirements or whose redemption is 
outside the control of the issuer. The classification 
and disclosure requirements of §210.5-02.28 
shall be followed. 


Nonredeemable Preferred Stocks 


22. Preferred stocks which are not redeemable or 
are redeemable solely at the option of the issuer. 
The classification and disclosure requirements of 
§210.5-02.29 shall be followed. 


Common Stocks 


23. Common stocks. The classification and disclo- 
sure requirements of §210.5-02.30 shall be fol- 
lowed. 


Other Stockholders’ Equity 


24. Other stockholders’ equity. (a) Separate cap- 
tions shall be shown for (1) additional paid-in capi- 
tal, (2) other additional capital, (3) unrealized ap- 
preciation or depreciation of equity securities less 
applicable deferred income taxes, (4) retained 
earnings (i) appropriated and (ii) unappropriated. 
[See §210.4—08(e).] Additional paid in capital and 
other additional capital may be combined with the 
stock caption to which it applies, if appropriate. 


(b) The classification and disclosure requirements 
of §210.5-02.31(b) and (c) shall be followed for 
(1) dating and effect of a quasi-reorganization and 
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(2) summaries of each stockholders’ equity ac- 
count. 


25. Total liabilities and stockholders’ equity. 
§210.7-04 Income statements. 


The purpose of this rule is to indicate the various 
items which, if applicable and except as otherwise 
permitted by the Commission, should appear on 
the face of the income statements and in the notes 
thereto filed for persons to whom this article per- 
tains. [See §210.4-01(a).] 


REVENUES 


1. Premiums earned. State separately in the in- 
come statement or in a note thereto the premium 
amounts applicable to (a) property and liability in- 
surance, (b) life insurance and (c) accident and 
health insurance. Considerations for supplementa- 
ry contracts shall be reduced by the related 
amounts of death and other benefits which shall 
also be excluded from caption 4 below. 


2. Net investment income. State in a note to the fi- 
nancial statements, in tabular form, (a) investment 
income from each category of investments listed in 
the subcaptions of §210.7-03.1 that exceeds five 
percent of total investment income, (b) total in- 
vestment income, (c) applicable expenses, and (d) 
net investment income. 


3. Other income. Include all revenues not included 
in captions 1 and 2 above such as claim adjust- 
ment and engineering fees. State separately in the 
statement any amounts in excess of five percent 
of total revenue and disclose the nature of the 
transactions from which the items arose. 


BENEFITS, LOSSES AND EXPENSES 


4. Benefits, claims, losses and settlement ex- 
penses. State separately in the income statement 
or in a note thereto the amounts applicable to (a) 
property and liability insurance, (b) life insurance 
and (c) accident and health insurance. 


5. Policyholders’ share of earnings on par- 
ticipating policies, dividends and similar items. 
[See §210. 7-03. 14 (b).] 
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6. Underwriting, acquisition and insurance ex- 
penses. State separately in the income statement 
or in a note thereto (a) deferred policy acquisition 
costs amortized to income during the period and 
(b) all other operating expenses; idnicating the 
amounts applicable to (1) property and liability in- 
surance, (2) life insurance and (3) accident and 
health insurance. Any material amount included in 
all other operating expenses shall be separately 
stated. 


7.Income or loss before income tax expense and 
appropriate items below. 


8. Income tax expense. Include under this caption 
only taxes based on income. Taxes applicable to 
gains or losses on investments and extraordinary 
items shall be included elsewhere. [See 
§210.4—08(g).]. 


9. Minority interest in income of consolidated sub- 
sidiaries. 


10. Equity in earnings of unconsolidated subsidi- 
aries and 50 percent or less owned persons. The 
amount reported under this caption shall be stated 
net of any applicable tax provisions and shall ex- 
clude gains or losses on investments and other 
items below. State in the income statement or in a 
note thereto the amount of dividends received 
from such persons. If justified by the circum- 
stances, this item may be presented in a different 
position and a different manner. 


11. Income or loss before realized gains or losses 
on investments and extraordinary items. 


12. Realized gains or losses on investments other 
than investments in affiliates, less applicable tax. 
(a) State separately in the income statement or in 
a note thereto equity in net realized investment 
gains or losses of persons for which the equity in 
earnings was reported under caption 10, disclos- 
ing parenthetically or otherwise the tax applicable 
to such amounts. State in the income statement or 
in a note thereto the method followed in determin- 
ing the cost of investments, e.g., “average cost,” 
“first-in, first-out,” or “identified certificate.” 


(b) State parenthetically following this caption or 
immediately below the income statement the 
change during the period in the unrealized appre- 
ciation or depreciation of equity securities less ap- 
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plicable deferred taxes. See Accounting Series 
Release No. 166. 


(c) For each period for which an income statement 
is filed include in a note an analysis of realized 
and unrealized investment gains or losses on fixed 
maturities and equity securities. State separately 
for each period for fixed maturities [see 
§210.7-03.1(a)] and equity securities [see 
§210.7-03.1(b)] the following information: (1) re- 
alized investment gains or losses, less applicable 
tax [included in §210.7-04.12], and (2) the 
change during the period in the difference be- 
tween value and cost for each of the foregoing cat- 
egories adjusted for applicable tax effects. The 
change in the difference between value and cost 
shall be given for both categories of investments 
even though they may be shown on the related 
balance sheet on a basis other than value. 


13. Discontinued operations. 


14. Income or loss before extraordinary items, 
and cumulative effects of changes in accounting 
principles. 


15. Extraordinary items, less applicable tax. 


16. Cumulative effects of changes in accounting 
principles. 


17. Net income or loss. 


18. Earnings per share data. §210.7-05 What 
schedules are to be filed. 


(a) Excepts as expressly provided otherwise in the 
applicable form— 


(1) The schedules specified below as Schedules | 
and VII shall be filed as of the date of the most re- 
cent audited balance sheet for each person or 
group. 


(2) All other schedules specified below as Sched- 
ules Il, Ill, IV, V, VI, VIIl and IX shall be filed for 
each period for which an audited income state- 
ment is required to be filed for each person or 
group. 


(b) When information is required in schedules for 
both the registrant and the registrant and its sub- 
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sidiaries consolidated it may be presented in the 
form of a single schedule: Provided, That items 
pertaining to the registrant are shown separately 
and that such single schedule affords a properly 
summarized presentation of the facts. If the infor- 
mation required by any schedule (including the 
notes thereto) may be shown in the related finan- 
cial statement or in a note thereto without making 
such statement unclear or confusing, that proce- 
dure may be followed and the schedule omitted. 


(c) The schedules shall be examined by the inde- 
pendent accountant if the related financial state- 
ments are so examined. 


Schedule |—Summary of investments —other 
than investments in related parties. The schedule 
prescribed by § 210.12-15 shall be filed in sup- 
port of caption 1 of the most recent audited bal- 
ance sheet. 


Schedule /l—Amounts receivable from related 
parties, and underwriters, promoters, and em- 
ployees other than related parties. The schedule 
prescribed by § 210.12-03 shall be filed with re- 
spect to each person among related parties, and 
underwriters, promoters, and employees other 
than related parties, from whom an aggregate in- 
debtedness of more than $100,000 or one percent 
of total assets, whichever is less, is owed, or at 
any time during the period for which related 
audited income statements are required to be filed 
was owed. This schedule shall not include infor- 
mation which is prescribed by § 210.12-05. For 
purposes of this schedule, exclude in the determi- 
nation of the amount of indebtedness all amounts 
receivable from such persons for purchases sub- 
ject to usual trade terms, for ordinary travel and 
expense advances, and for other such items 
arising in the ordinary course of business. 


Schedule /!l|—Investments in, equity in earnings 
of, and dividends received from related parties. 
The schedule prescribed by § 210.12-04 shall be 
filed in support of caption 3(a) of the balance 
sheet. This schedule may be omitted if (1) neither 
the sum of captions 3(a) and 3(b) in the related 
balance sheet nor the amount of caption 17 in 
such balance sheet exceeds five percent of total 
assts as shown by the related balance sheet at ei- 
ther the beginning or end of the period or (2) there 
have been no material changes in the information 
required to be filed from that last previously re- 
ported. 
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Schedule 1!V—Indebtedness of and to related 
parties-not current. The schedule prescribed by 
§ 210.12-05 shall be filed in support of captions 
3(b) and 17 of the balance sheet; however, the re- 
quired information may be presented separately 
on Schedule Ill. This schedule may be omitted if 
(1) neither the sum of captions 3(a) and 3(b) in the 
related balance sheet nor the amount of caption 
17 in such balance sheet exceeds five percent of 
total assets as shown by the related balance sheet 
at either the beginning or end of the period or (2) 
there have been no material changes in the infor- 
mation required to be filed from that last previously 
reported. 


Schedule V—Supplementary insurance informa- 
tion. The schedule prescribed by § 210.12-16 
shall be filed for each period for which an audited 
income statement is presented. 


Schedule Vi—Reinsurance. The schedule pre- 
scribed by § 210.12-17 shall be filed for reinsur- 
ance ceded and assumed. 


Schedule Vil—Guarantees of securities of other 
issuers. The schedule prescribed by § 210.12-08 
shall be filed with respect to any guarantees of se- 
curities of other issuers by the person for which 
the statement is being filed. 


Schedule Vill—Valuation and qualifying ac- 
counts. The schedule prescribed by § 210.12-09 
shall be filed in support of valuation and qualifying 
accounts included in the balance sheet [see 
§ 210.4-02]. 


Schedule IX—Short-term borrowings. The sched- 
ule prescribed by § 210.12-10 shall be filed in 
support of caption 16(a) (1) of the balance sheet to 
report amounts payable to banks for borrowings; 
factors and financial institutions for borrowings; 
and holders of commercial paper. The information 
required by this schedule may be presented in 
Management's Discussion and Analysis if it results 
in a more meaningful presentation of the informa- 
tion being provided. !f that procedure is followed, 
the schedule may be omitted if appropriate cross- 
references are made. 


* * * * * 


3.17 CFR 210.7A-01 to 210.7A-06 is proposed 
to be deleted. 


* * 
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4. Section 210.12-01 is proposed to be revised as 
follows: 


FORM AND CONTENT OF SCHEDULES 


General 


§ 210.12-01 Application of §§ 210.12-01 to 
210.12-27. 
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These sections prescribe the form and content of 
the schedules required by §§ 210.5-04, 
210.6-10, 210.6-13, 210.6-24, 210.6-34, 
210.7—05 and 210.9-05. 


5. Section 210.12-15 is proposed to be revised as 
follows. 
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§ 210.12-15 Summary of investments—other than investments in related parties. 


[For insurance companies] 





Column A Column B Column C Column D 


Amount at which 
shown in the 
Type of investment! balance sheet? 





=ixed maturities: 

United States Government and govern- 
ment agencies and authorities 

States, municipalities and political subdivi- 
sions 

Foreign governments 

Public utilities 

Convertibles and bonds with warrants atta- 
ched 

All other corporate bonds 

Certificates of deposit 

Redeemable preferred stock 





Total fixed maturities 
Equity securities 
Public utilities 
Banks, trust and insurance companies 
Industrial, miscellaneous and all other 
Nonredeemable preferred stocks 
Total equity securities 
Total fixed maturities and equity 
securities 
Mortgage loans on real estate XXXXXXX 
Real estate? XXXXXXX 
Policy loans XXXXXXX 
Other investments XXXXXXX 
Invested cash XXXXXXX 
Total investments XXXXXXX 





























1Do not include investments in related parties which are accounted for by the equity method. 


2Original cost of equity securities and, as to fixed maturities, original cost reduced by repayments and ad- 
justed for amortization of premiums or accrual of discounts. 


3lf the amount at which shown in the balance sheet is different from the amount shown in either column B or 
C, state the reason for such difference. 


4State separately any real estate acquired in satisfaction of debt. 
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6.17 CFR 210.12-16 is proposed to be de- 
leted and replaced with the following new 
§210.12-16: 


§210.12-16 Supplementary insurance infor- 
mation. 


[For insurance companies] 





Column A Column B Column C 
Business segment! Revenue? Property and 
liability 
Premiums Investment Other premiums 
earned income? income written4- 
life insur- 
ance in force 








1The required information shall be given for each segment. 


2This column shall be totaled and reconciled to the aggregate of the amounts at captions 1, 2 and 3 of the 
related income statement. 


3The basis for allocation of net investment income shall be given. 


4For property and liability insurance segments, this column shall present premiums written, and, for life in- 


surance segments, this column shall present the face amount of insurance in force. For accident and health 
business included in either property and liability or life segment, this column shall present premiums written. 
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7. 17 CFR 210.12-17 is proposed to be deleted and replaced with the following new §210.12-17: 


§210.12-17 Reinsurance. 


[For insurance companies] 





Column A 


other 


companies 


Column B 
Ceded to 


Column C 


Assumed from 
other companies 


Column D 
Percentage 
of amount 
assumed to 
respective 
totals! 





Life insurance 
in force 


Life insurance 
premiums 


Accident and health 
insurance premiums 


Property and 
liability 
insurance 
premiums 





1Give the percentage of the amount assumed to total life insurance in force and total life insurance, acci- 
dent and health insurance or property and liability insurance premiums written, respectively. 


8.17 CFR 210.12-18 is proposed to be deleted. 


as eS 2 


These amendments are proposed to be effective with respect to annual periods ending after December 15, 
1981. 


AUTHORITY 


These amendments are being proposed pursuant 
to the authority in Sections 6, 7, 8, 10 and 19(a) 
[15 U.S.C. 77f, 77g, 77h, 77j, 77s(a)] of the Secu- 
rities Act of 1933 and Sections 12, 13, 15(d) and 
23(a) [15 U.S.C. 78/, 78m, 780(d), 78w(a)] of the 
Securities Exchange Act of 1934. 


Pursuant to Section 23(a)(2) of the Securities Ex- 
change Act, the Commission has considered the 
impact of these proposals on competition and it is 
not aware at this time of any burden that such rule 
amendments, if adopted, would impose on compe- 
tition. However, the Commission specifically in- 
vites comments as to the competitive impact of 
these proposals, if adopted. 
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In addition, the Commission is mindful of the cost 
to registrants and others of its proposals and rec- 
ognizes its responsibilities to weigh with care the 
costs and benefits which result from its rules. Ac- 
cordingly, the Commission specifically invites 
comments on the costs to registrants and others of 
the adoption of the proposals published herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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REGULATORY FLEXIBILITY ACT 
CERTIFICATION 


|, Philip A. Loomis, Jr., Acting Chairman of the Se- 
curities and Exchange Commission, hereby certi- 
fy, pursuant to 5 U.S.C. 605(b) that the proposed 
amendments to revise Articles 7, 7A and 12 con- 
tained in Securities Act Release No. 6306, ‘“Pro- 
posed Revision of Financial Statements of Insur- 
ance Companies,” will not, if promulgated, have a 
significant economic impact upon a substantial 
number of small entities. The reason for this certi- 
fication is that it is anticipated that the effects of 
the proposed amendments, if adopted, will not be 
significant for any registrant because the compli- 
ance burden is not being increased, on net, and 
the required information is generally maintained by 
the affected companies as part of their present ac- 
counting records. 


Philip A. Loomis, Jr., 
Acting Chairman 


March 30, 1981. 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17658/March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6304/March 27, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17659/March 27, 1981 


SEE 
SECURITIES ACT OF 1933 
Release No. 6305/March 27, 1981 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17660 /March 27, 1981 


In the Matter of 


PROPOSED RULE CHANGES SUBMITTED BY 
BRADFORD SECURITIES PROCESSING 
SERVICES, Inc. (File Nos. SR-BSPS-77-5 and 
SR-BSPS-80-3) and NATIONAL SECURITIES 
CLEARING CORPORATION (File No. 
SR-NSCC-78-2) 


ORDER MODIFYING CONDITIONS TO APPROV- 
AL OF PROPOSED RULE CHANGE OF NATION- 
AL SECURITIES CLEARING CORPORATION 
AND TERMINATING CONDITIONAL AUTHORI- 
ZATION TO IMPLEMENT PROPOSED RULE 
CHANGES OF BRADFORD SECURITIES PROC- 
ESSING SERVICES, INC. 


On October 19, 1977, and on February 25, 
1980, Bradford Securities Processing Services, 
Inc. (“BSPS”) submitted proposed rule changes to 
the Commission that, if approved, would authorize 
BSPS to establish a trade comparison and report- 
ing system and a balance order system for trans- 
actions in municipal and government securities." 
On February 9, 1978, National Securities Clearing 
Corporation (“NSCC”) submitted a proposed rule 
change that, if approved, would authorize NSCC 
to make transactions in municipal securities eligi- 
ble for processing through NSCC’s comparison, 
balance order and continuous net settlement sys- 
tems.? In connection with those submissions, 
BSPS also requested that the approval of its and 





Notice of SR-BSPS-77-5 was published in Se- 
curities Exchange Act Release No. 14141 (No- 
vember 7, 1977), 42 FR 59139 (November 15, 
1977). That filing was amended in its entirety on 
February 25, 1980, and the amendment was no- 
ticed by publication in Securities Exchange Act 
Release No. 16654 (March 14, 1980), 45 FR 
18528 (March 21, 1980). Notice of SR- 
BSPS-80-3 was published in Securities Ex- 
change Act Release No. 16655 (March 14, 1980), 
45 FR 18530 (March 21, 1980). 


2SR-NSCC-78-2 was noticed by publication in 
Securities Exchange Act Release No. 14469 (Feb- 
ruary 14, 1978), 43 FR 7386 (February 22, 1978). 
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NSCC’s proposals be conditioned on the estab- 
lishment of “free” interfaces between NSCC’s and 
BSPS’s system. 


By order dated November 26, 1980, the Com- 
mission approved those proposed rule changes, 
as amended, subject to certain conditions.* Gen- 
erally, the order required BSPS and NSCC: to es- 
tablish a joint coordinating committee to facilitate 
the establishment of “free” interfaces between the 
two systems; to negotiate the operational and fi- 
nancial details of the free interfaces and submit a 
joint interface plan to the Commission by April 15, 
1981; to operate their systems on a test basis for 
six months with a limited number of participants; 
and to report to the Commission monthly during 
the test period concerning the operational per- 
formance of their systems. Pursuant to that order, 
NSCC and BSPS established a Joint Coordinating 
Committee and, with that Committee's assistance, 
began negotiating the details of the free interface. 
Also, as authorized by the order, both clearing 
agencies began providing municipal clearing serv- 
ices to a limited number of participants on Decem- 
ber 15, 1980. 


Recently, the Commission received three letters 
requesting that the Commission modify or elimi- 
nate the conditions imposed by the order approv- 
ing NSCC’s and BSPS’s systems. In one letter, 
dated February 27, 1981, BSPS informed the 
Commission that it had not succeeded in market- 
ing its clearing system to enough participants dur- 
ing the test period to justify the continuing cost of 
developing and operating its system and that it 
was discontinuing those operations. Due to 
BSPS's business decision to terminate automated 
municipal operations during the test period, BSPS 
requested that its proposal be withdrawn, and it 
rescinded its request for free interfaces with 
NSCC. Finally, BSPS expressed support for 
prompt, unconditional approval of NSCC’s system 
for processing transactions in municipal securities. 


In the separate letter, also dated February 27, 
1981, NSCC requested that, in-view of BSPS’s de- 
cision not to operate a municipal securities proc- 
essing system, the Commission modify or elimi- 


nate certain of the conditions to the Commission's 
order approving NSCC’s system. Among other 
things, NSCC requested that it no longer be re- 
quired to establish an interface with BSPS and 
that it be permitted to expand the use of its system 
more rapidly than authorized by the order. 


Finally, in a letter dated March 2, 1981, the par- 
ticipant members of the Joint Coordinating 
Committee, which NSCC and BSPS established 
pursuant to the Commission's directive, expressed 
their support for NSCC’s request that NSCC’s sys- 
tem be permitted to expand promptly. 


Notice of the submission of those letters was 
published in the Federal Register on March 12, 
1981.4 At that time, the Commission solicited pub- 
lic comment concerning the requests. No com- 
ments have been received. 


DETERMINATIONS 


Because of BSPS’s decision not to operate its 
automated comparison and clearance system for 
transactions in municipal securities, the Commis- 
sion has determined to modify certain conditions 
to the order approving NSCC’s and BSPS's pro- 
posals. More specifically, the Commission no 
longer will require: (i) that NSCC and BSPS submit 
by April 15, 1981 a joint plan for the establishment 
of interfaces between NSCC’s and BSPS’s munici- 
pal securities processing systems; (ii) that those 
interfaces be established concurrently with the ter- 
mination of the operation of NSCC’s and BSPS’s 
systems on a test basis; or (iii) that NSCC and 
BSPS maintain a coordinating committee to facili- 
tate the establishment of the interfaces. 


In revoking those requirements, the Commission 
recognizes that NSCC will be the only registered 
clearing agency currently offering automated com- 
parison and clearance services for transactions in 
municipal securities. The Commission further rec- 
ognizes that competition among clearing agencies 
provides participants with market alternatives, en- 
courages technological development, and helps 
ensure that participants receive services at a com- 
petitive price, and, accordingly, the Commission 





3Securities Exchange Act Release No. 17343, 45 
FR 80224 (December 3, 1980). 
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“Securities Exchange Act Release No. 17668 
(March 5, 1981), 46 FR 16394. 
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encourages other registerd clearing agencies to 
consideer offering municipal clearing services. 
The Commission understands, however, that cur- 
rently no other registered clearing agencies are 
prepared to offer those services. Therefore, be- 
cause of the important benefits that automated 
comparison and clearance systems will bring to 
the municipal securities industry, the Commission 
does not believe that prompt implementation and 
expansion of NSCC’s automated system should 
be delayed.® 


In addition, the Commission has no reason to 
believe that NSCC’s systems will be unsafe or in- 
efficient. Nonetheless, for the reasons discussed 
in the order approving NSCC’s and BSPS’s pro- 
posals, the Commission continues to believe that 
NSCC’s system should operate on a test basis 
until June 15, 1981.6 Operation of NSCC’s system 
on a test basis will enable NSCC and its partici- 
pants to gain experience with NSCC’s system in a 
controlled, orderly fashion and will facilitate what- 
ever adjustments prove necessary to ensure safe 
and efficient operation. 


Although the Commission will continue to re- 
quire NSCC to operate its system on a test basis 
until June 15, 1981, the Commission has deter- 
mined to permit NSCC to offer its system to an ex- 
panded number of participants during the test peri- 
od. In the order approving NSCC’s and BSPS’s 
proposals, the Commission authorized NSCC and 





Sin its order conditionally approving NSCC’s and 
BSPS’s systems, the Commission discussed the 
substantial benefits that automated comparison 
and clearing services would provide the municipal 
securities industry. Securities Exchange Act Re- 
lease No. 17343 (November 26, 1980) at 19. 


6The Commission discussed the reasons for 
requiring a test mode in its order, id., at pp. 
19-21. Briefly, the order noted that neither NSCC 
nor BSPS had processed municipal securities 
transactions in an automated system in the past 
and, similarly, that many prospective users of the 
systems were unfamiliar with automated clearing 
systems. As a result, the Commission concluded 
that it was prudent to require that the systems ini- 
tially be deployed in a controlled environment with 
a limited number of participants. 
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BSPS to offer their systems initially to no more 
than five participants each; after two months of op- 
eration to no more than 15 participants each; and 
after four months of operation to no more than 25 
participants each. Because BSPS has ceased to 
operate its system, however, the number of per- 
sons able to use automated municipal securities 
processing systems during the test period has 
been reduced by one-half. Moreover, NSCC has 
informed the Commission that the limited number 
of participants using the systems has not been 
large enough for its system to be fully effective. In 
particular, limited participation and the recent re- 
duced volume in the municipal market has limited 
the opportunity for the systems to net transactions 
and thereby reduce deliveries. 


Accordingly, to compensate for BSPS’s termina- 
tion and to provide for the more effective use of 
NSCC’s system during the test period, the Com- 
mission is authorizing NSCC to add no more than 
fifteen participants to its system every two weeks 
for the remainder of the test period. The Commis- 
sion, however, will monitor NSCC’s expansion pro- 
gram closely and will take prompt action during the 
test period if it appears that action is necessary in 
the interest of the safety or efficiency of NSCC’s 
system for processing municipal securities trans- 
actions. The Commission also will continue to re- 
quire NSCC to report on its system’s operation 
monthly and to notify the Commission promptly if 
NSCC experiences any problems during the ex- 
pansion phase. Finally, the Commission will con- 
tinue to require NSCC to provide by May 15, 1981, 
an opinion report prepared by an independent 
public accountant concerning the operation of 
NSCC’s system of internal accounting control dur- 
ing the first four months of operation.’ 





7\n the order conditionally approving the proposed 
systems, the Commission required NSCC and 
BSPS to provide monthly reports describing and 
profiling statistically the operation of their systems, 
and it directed both clearing agencies to provide 
an opinion report prepared by an independent 
public accountant covering the operation of their 
internal accounting control systems during the first 
four months of operation. /d. at 51. In its letter of 
February 27, 1981, to the Commission, NSCC re- 
quested that those directives (‘directive (ii)’) be 
modified, but only to the extent that the first 
monthly report would pertain to February. NSCC 
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In addition, BSPS’s decision to discontinue de- 
veloping a municipal clearing system means that 
BSPS cannot satisfy the order’s conditions and di- 
rectives. BSPS’s letter specifically indicates that, 
for example, it will be unable to satisfy the test pe- 
riod and reporting requirements. For those rea- 
sons, and because the Commission has consid- 
ered BSPS’s letter as a request for consent to the 
withdrawal of its proposed rule changes, the Com- 
mission has determined to terminate the condi- 
tional approval, contained in the order of Novem- 
ber 26, 1980, authorizing BSPS to implement its 
proposed rule change on a test basis.® 


IT IS THEREFORE ORDERED, in accordance 
with the foregoing determinations, that conditions 
to the Commission’s order approving SR- 
NSCC-78-2 are modified as specified herein, that 
conditional authorization to implement SR- 
BSPS-77-5 and SR-BSPS-80-3 is terminated, 
and that SR-BSPS-77-5 and SR-BSPS-80-3 
are withdrawn. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





FOOTNOTE, Continued 


stated that, in its view, monthly reports prior to 
February were not beneficial, given the limited 
number of participants and the recent decline in 
volume in the municipal market. In view of the 
continuing need, however, for the Commission to 
assure tht NSCC’s system is implemented and 
monitored safely and accurately, the Commission 
declines to modify the two reporting requirements 
contained in directive (ii). Instead, the Commission 
will continue the requirements in directive (ii), but 
will permit NSCC to provide a single report cover- 
ing the first three months of operation, viz. until 
March 15, 1981, and monthly reports thereafter. 


8in the event that BSPS in the future wishes to de- 
velop municipal clearing systems, proposals to es- 
tablish those systems will need to be filed with the 
Commission pursuant to Section 19(b) of the Act 
and Rule 19b-—4 thereunder. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17661/ March 27, 1981 


A notice has been issued giving interested per- 
sons until April 17, 1981 to comment on the appli- 
cation of HOWELL CORPORATION to withdraw 
its common stock ($1 par value) from listing and 
registration on the American Stock Exchange, 
Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17662/ March 27, 1981 


An order has been issued granting the application 
of the Boston Stock Exchange to strike the 7% 
Sinking Fund Gold Bonds (Maturity 11/1/46), 7% 
Sinking Fund Gold Bonds (Maturity 2/1/47), and 
6%2% Sinking Fund Gold Bonds (Maturity 10/1/47) 
of AGRICULTURAL MORTGAGE BANK OF CO- 
LOMBIA from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17663/ March 27, 1981 


In the Matter of Applications of the: 


MIDWEST STOCK EXCHANGE, 
INCORPORATED: 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Midwest Stock Exchange (“MSE”) has filed 
applications with the Commission pursuant to Sec- 
tion 12(f) (1) (B) of the Securities Exchange Act of 
1034 (‘Act’) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange: 
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General Datacomm Industries, Inc. 
Common Stock, $.10 Par Value (File 
No. 7-5866) 


Peavey Company 
Common Stock, $2.50 Par Value (File 
No. 7-5867) 


The Commission finds that approval of the MSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the MSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Section 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the MSE are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has recieved no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the MSE applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f) (1) (B) of the Act, that the applica- 
tions for unlisted trading privileges on the Midwest 
Stock Exchange in the above named securities 
are hereby approved. 





‘Notice of these applications was given by publi- 
cation in the Federal Register. 46 FR 15401 
(March 5, 1981). The Commission has received no 
comments with respect to these applications. 
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For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17664 /March 27, 1981 


In the Matter of Application of the 
PHILADELPHIA STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 

Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TION FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (‘‘Phix’) has 
filed an application with the Commission pursuant 
to Section 12(f) (1) (B) of the Securities Exchange 
Act of 1934 (‘‘Act’’) and Rule 12f-1 [17 CFR 
240.12f-1] thereunder, for unlisted trading privi- 
leges in the following security which is listed on 
another national securities exchange: 


Rowan Companies, Inc. 
Common Stock, $.25 Par Value (File 
No. 7—5868)!' 


The Commission finds that approval of the Phlix’s 
application for unlisted trading privileges in this se- 
curity is consistent with the maintenance of fair 
and orderly markets and the protection of inves- 
tors. As a national securities exchange registered 
with the Commission pursuant to Section 6 of the 
Act, the Phix is subject to the provisions of para- 
graph (b) of that section, and to the Commission's 
inspection authority and oversight responsibility 
under Sections 17 and 19 of the Act and the rules 


‘Notice of this application was given by publica- 
tion in the Federal Register. 46 FR 16014 (March 
10, 1981). The Commission has received no com- 
ments with respect to this application. 
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and regulations thereunder. In addition, transac- 
tions in the subject security, regardless of the mar- 
ket in which they occur, are reported in the consol- 
idated transaction reporting system contemplated 
by Rule 11Aa3-1 under the Act [17 CFR 
240.11Aa3-1]. The availability of last sale infor- 
mation for the subject security should contribute to 
pricing efficiency and to ensuring that transactions 
on the Phix are executed at prices which are rea- 
sonably related to those occurring in other mar- 
kets. Finally the Commission has received no 
comments indicating that the granting of this appli- 
cation would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the Phix application will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f) (1) (B) of the Act, that the application 
for unlisted trading privileges on the Philadelphia 
Stock Exchange in the above named security is 
hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17665/March 27, 1981 


In the Matter of 
The National Association of 
Securities Dealers, Inc. 


1735 K Street, N.W. 
Washington, D.C. 20006 


(SR-NASD-81-3) 


Relating to Revision of Certain Equipment and 
Service Charges Contained in Article XVI, Sched- 
ule D of the By-Laws. 
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Comments Requested within 21 days after the 
date of this publication. 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE AND ORDER APPROVING PRO- 
POSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1)(‘‘Act’), 
notice is hereby given that on March 18, 1981, the 
National Association of Securities Dealers, Inc. 
(the “NASD”) filed with the Commission copies of 
a proposed rule change which amends Article XVI, 
Schedule D, Part IV, (C) and (D) of the NASD By- 
Laws relating to certain equipment and service 
charges. Schedule D, Part IV contains a list of the 
fees applicable to subscribers of the NASDAQ au- 
tomated quotations system. Section (C) of Part IV 
currently lists equipment charges for special op- 
tions on a per unit, fixed fee basis. The proposed 
rule change would revise this fee schedule to re- 
fiect changes in types of equipment available to 
NASDAQ users. Section (D) of Part IV currently 
lists fee charges for the installation, conversion, 
removal or relocation of terminal equipment on a 
fixed fee, per unit basis. The proposed rule 
change provides that charges for these services 
be based on an hourly rate which the NASD be- 


lieves will result in lower fees for the majority of its 
subscribers. Changes in the equipment fee sched- 
ule were necessitated by the decision to acquire 
more sophisticated equipment from a new suppli- 
er. The NASD had requested that this rule filing re- 
ceive accelerated approval pursuant to Section 
19(b)(2) of the Act. 


Interested persons are invited to submit written 
data, views and arguments concerning the sub- 
mission within 21 days from the date of this publi- 
cation. Persons desiring to make written com- 
ments should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-NASD-81-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
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ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the NASD, and in particular, the re- 
quirements of Section 15A and the rules and regu- 
lations thereunder. 


The Commission finds good cause for approving 
the proposed rule change prior to the thirtieth day 
after the date of publication of notice of filing 
thereof. Such accelerated approval will allow an 
immediate reduction in service costs to be passed 
on the NASDAQ subscribers who already have 
equipment from the new supplier. The Commis- 
sion believes that facilitating the immediate reduc- 
tion in costs to NASDAQ users is in keeping with 
the requirement of Section 15A(b)(5) that there be 
equitable allocation of reasonable dues, fees, and 
other charges among members and issuers and 
other persons using any facility or system which 
the association operates or controls. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the proposed rule 
change referenced above be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17666/March 27, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY 


THE PHILADELPHIA STOCK EXCHANGE, 
INCORPORATED 


File No. SR-Phix-—81-4 


The Philadelphia Stock Exchange, Incorporated 
submitted on February 23, 1981, a proposed rule 
change under Rule 19b-4 to establish a market 
for trading standardized options on foreign curren- 
cy. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 60 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 


thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR—Phix-81-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be availa- 
ble at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17667/March 27, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THIS 


BOSTON STOCK EXCHANGE, INC. 
File No. SR-BSE-81-3 


The Boston Stock Exchange, Inc., submitted on 
March 17, 1981, a proposed rule change under 
Rule 19b-4 to delete the provisions of Chapter 
XXIX of its Rules dealing with trading in securities 
subject to the Interest Equalization Tax Act and 
Extensions, under Section 4918(c) of the Internal 
Revenue Code, which has been repealed. 


The foregoing change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (‘Act’). At any time within 
sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Se- 
curities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
April 6, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-BSE-81-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17668/March 30, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE 


PHILADELPHIA 
DEPOSITORY TRUST COMPANY 


(File No. SR-PDTC-81-1) 


Philadelphia Depository Trust Company (“PDTC”) 
submitted a proposed rule change on March 17, 
1981, pursuant to Rule 19b-—4 under the Securities 
Exchange Act of 1934, that would establish a 
$15.00 fee for providing to issuers a securities po- 
sition listing requested under rule 17Ad-8. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PDTC-81-1. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17669/March 30, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE 


STOCK CLEARING CORPORATION OF 
PHILADELPHIA 


(File No. SR-SCCP-81-1) 


Stock Clearing Corporation of Philadelphia 
(“SCCP”) submitted a proposed rule change on 
March 17, 1981, pursuant to Rule 19b-—4 under the 
Securities Exchange Act of 1934, that would es- 
tablish a fee of $15.00 for providing to issuers a 
securities position listing requested under Rule 
17Ad-8. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981 Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-SCCP-81-1. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17670/March 30, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE 


DEPOSITORY TRUST COMPANY (‘‘DTC’”’) 
(File No. SR-DTC-81-2) 


The Depository Trust Company (“DTC”) submitted 
on March 25, 1981, a proposed rule change pur- 
suant to Rule 19b-4 under the Securities Ex- 
change Act to eliminate DTC’s call on the Continu- 
ous Net Settlement Fund portion of the Clearing 
Fund of National Securities Clearing Corporation 
(“NSCC’”). 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-81-2. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17671/March 30, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY 


AMERICAN STOCK EXCHANGE, INC. 
CINCINNATI STOCK EXCHANGE 


File Nos. SR-Amex-81-2 
SR-CSE-81-2 


The American Stock Exchange, Inc. (‘““Amex’’) and 
the Cincinnati Stock Exchange (“CSE”) submitted 
on March 20, 1981 proposed rule changes under 
Rule 19b-4 to adopt ITS ‘‘trade-through” and 
“locked markets” rules to protect orders from exe- 
cutions at prices inferior to prices which exist on 
other participating market centers. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File Nos. SR- 
Amex-81-2 or SR-CSE-81-2. 


Copies of the submissions, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be availa- 
ble at the principal offices of the above-mentioned 
self-regulatory organizations. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17672/March 30, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY 


THE PACIFIC STOCK EXCHANGE, INC. 
File No. SR-PSE-81-6 


The Pacific Stock Exchange, Incorporated sub- 
mitted on March 17, 1981, a proposed rule change 
under Rule 19b-—4 to add Commentary .01 to Sec- 
tion 2(f) of its rules, relating to registered specialist 
assistants, to provide that Section 2(f) will no long- 
er be effective at the termination of the exchange’s 
pilot program for the appointment and evaluation 
of specialists and the creation of new specialist 
posts." 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 30, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-PSE-81-6. 





'The proposed pilot program was submitted to the 
Commission as a proposed rule change under 
Rule 19b-4 on March 9, 1981 (File No. SR- 
PSE-81-5), but has not been approved by the 
Commission. See Securities Exchange Act Re- 
lease No. 17647, March 20, 1981. 
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copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be availa- 
ble at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17673/March 30, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6306/March 30, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17674/March 31, 1981 


The Securities and Exchange Commission an- 
nounced, pursuant to Section 12(k) of the Securi- 
ties Exchange Act of 1934 (“Exchange Act’), the 
temporary suspension of over-the-counter trading 
of the securities of Advanced Patent Technology, 
Inc., a Nevada corporation with offices located at 
2765 South Highland Drive, suite 206, Las Vegas, 
Nevada, for the ten-day period commencing at 
9:45 a.m. on March 31, 1981, and terminating at 
midnight (EST) on April 9, 1981. 


The Commission suspended trading in the securi- 
ties of Advanced Patent Technology, Inc. because 
of a lack of current adequate and accurate public 
information about the company’s financial condi- 
tion and business operations and in view of ques- 
tions that have been raised about the adequacy 
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and accuracy of publicly-disseminated information 
concerning vacancies in its board of directors and 
the status of its gaming license. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert 
to the fact that, pursuant to Rule 15c2-11 under 
the Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless 
and until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has com- 
piled with said rule, he should not enter any quota- 
tions but immediately contact the staff of the Secu- 
rities and Exchange Commission in San 
Francisco, California. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to 
the securities in question until such time as he has 
familiarized himself with said rule and is certain 
that all of its provisions have been met. If any bro- 
ker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider 
the need for prompt enforcement action. 


Any broker-dealer or other person who has any in- 
formation which may relate to this matter is en- 
couraged to telephone the Securities and Ex- 
change Commission’s San Francisco Branch 
Office at (415) 556-5264. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17675/March 31, 1981 


An order has been issued granting the application 
of the New York Stock Exchange to strike the 5% 
Cumulative Preferred Stock, Series A ($100 par 
value) of JONES & LAUGHLIN STEEL CORP. 
from listing and registration thereon. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17676/March 31, 1981 


A notice has been issued giving interested per- 
sons until April 20, 1981 to comment on the appli- 
cation of the Boston Stock Exchange for unlisted 
trading privileges in the $2.125 Series Preferred 
Stock (no par value) of BURLINGTON NORTH- 
ERN, INC. which is listed and registered on one or 
more other national securities exchanges and is 
reported in the consolidated transaction reporting 
system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17677/March 31, 1981 


A notice has been issued giving interested per- 
sons: until April 20, 1981 to comment on the appli- 
cations of the Midwest Stock Exchange for unlist- 
ed trading privileges in the common stock ($.05 
par value) of AMERICAN AGRONOMICS CORP. 
and the $2.375 Convertible Pref. Series A of 
PIEDMONT AVIATION INC. which are listed and 
registered on one or more other national securities 
exchanges and are reported in the consolidated 
transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17678/March 31, 1981 


A notice has been issued giving interested per- 
sons until April 20, 1981 to comment on the appli- 
cation of the Pacific Stock Exchange for unlisted 
trading privileges in the Shares, 10 Netherland 
Guilders Par Value of ROYAL DUTCH PETROLE- 
UM COMPANY which is listed and registered on 
one or more other national securities exchanges 
and is reported in the consolidated transaction re- 
porting system. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17679/April 1, 1981 


A notice has been issued giving interested per- 
sons until April 22, 1981 to comment on the appli- 
cation of the Cincinnati Stock Exchange for unlist- 
ed trading privileges in the common stock ($ 1% 
par value) of RICHARDSON-VICKS, INC. which is 
listed and registered on one or more other national 
securities exchanges and is reported in the con- 
solidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17680/April 1, 1981 


An order has been issued granting the application 
of the American Stock Exchange to strike the 
common stock (no par value) of SCHENUIT IN- 
VESTMENTS, INC. from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17681/April 2, 1981 


The Securities and Exchange Commission an- 
nounced that the suspension of trading of the se- 
curities of St. Joe Minerals Corporation (St. Joe’) 
and options to purchase such securities is termi- 
nated as of 11:00 a.m. on April 2, 1981. The sus- 
pension was ordered on March 25, 1981 in order 
to provide an adequate opportunity for the dissem- 
ination and consideration of information concern- 
ing recent offers to purchase St. Joe’s securities 
and litigation with respect thereto (see Securities 
Exchange Act Release No. 17655). The Commis- 
sion urges investors to consider all information re- 
cently disseminated concerning pending or pro- 
posed offers for the securities of St. Joe Minerals 
Corp. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17682/April 2, 1981 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 756/April 2, 1981 


Administrative Proceeding File No. 3-5965 
IN THE MATTER OF 


JOHN ROBERT PFUETZE 
dba PFUETZE INVESTMENTS 


(801-11766) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these administrative proceedings ordered pur- 
suant to the Investment Advisers Act of 1940 (Ad- 
visers Act) and the Securities Exchange Act of 
1934 (Exchange Act),' Respondent John Robert 
Pfuetze has submitted an Offer of Settlement 
which the Commission has determined to accept. 
Solely for the purpose of these proceedings, and 
without admitting or denying the allegations con- 
tained in the Order for Public Proceedings, John 
Robert Pfuetze has consented to the findings of vi- 
olations and sanctions set forth below: 


On the basis of the Order for Public Proceedings 
and the Offer of Settlement submitted by the Re- 
spondent, it is found that John Robert Pfuetze will- 
fully violated Sections 204, 206 and 207 of the Ad- 
visers Act and Rules 204-1, 204-2, 206(3)-2 
206(4)-1, and 206(4)-2 promulgated thereunder; 
Sections 5 and 17(a) of the Securities Act of 1933 
and Sections 10(b) and 15(a) of the Exchange Act 
and Rule 10b-5 promulgated thereunder, all as al- 
leged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 





11n the Matter of John Robert Pfuetze dba Pfuetze 
Investments, instituted on October 9, 1980, 21 
SEC Docket 172. 
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Settlement submitted by the Respondent. Accord- 
ingly, IT IS ORDERED, that effective on the date 
of this order: 


A. The registration as an investment adviser 
of John Robert Pfuetze dba Pfuetze In- 
vestments be, and it hereby is, revoked. 


B. John Robert Pfuetze: 


1. Is barred from association with any 
broker, dealer, investment company, 
investment adviser or transfer agent; 
and that after the expiration of an elev- 
en month period he may apply to the 
Commission to become associated 
with a broker or dealer as a supervised 
employee in a non-supervisory capaci- 
ty, and after the expiration of a two 
year period during which he has been 
employed by a broker or dealer in a 
supervised non-supervisory capacity 
he may apply to the Commission to be 
associated with a broker or dealer 
without restriction. such applications 
will not be denied solely because of 
the institution of these proceedings or 
the Offer of Settlement. 


. Is ordered to comply with his undertak- 
ings in his Offer of Settlement as fol- 
lows: 


a. He shall notify in writing all the advi- 
sory clients of Pfuetze Investments 
and all limited partners of the partner- 
ships, in which he is a general partner, 
of the findings and sanctions contained 
in this Order. He further agrees to pro- 
vide the staff of the Denver Regional 
Office of the Commission for its ap- 
proval a copy of this notice and the 
mailing list prior to its mailing; and 


b. In connection with any application 
to become employed by or associated 
with a broker or dealer as a supervised 
employee (as provided in Section 
I11.B.1 above) he shall submit: an affi- 
davit affirming that he has complied 
with the provisions of the Commis- 
sion’s Order, and an affidavit from his 
prospective employer affirming that 
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Pfuetze will not be employed in a su- 
pervisory position, and that such sta- 
tus will not change without the prior 
approval of the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17683/April 2, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE 


PACIFIC CLEARING CORPORATION 
(File No. SR-PCC-81-1) 


The Pacific Clearing Corporation submitted on 
March 27, 1981, a proposed rule change providing 
for a 55% discount in fees. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereun- 
der. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the protec- 
tion of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
April 6, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PCC-81-1). 
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Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17684/April 2, 1981 


An order has been issued granting the application 
of the American Stock Exchange to strike the 
Class A Common Stock ($1 par value) of 
LYNNWEAR CORPORATION from listing and reg- 
istration thereon. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21979/March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6204/March 27, 1981 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21980/March 27, 1981 


In the Matter of 
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ARKANSAS POWER & LIGHT COMPANY 
Post Office Box 551 
Little Rock, Arkansas 72203 


(70-6577) 


NOTICE OF PROPOSED SALE AND LEASE- 
BACK OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Arkansas Power 
& Light Company (“Arkansas”) an electric utility 
subsidiary of Middle South Utilities, Inc., a regis- 
tered holding company, has filed a declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (‘Act’), designating 
Sections 12(d) of the Act and Rule 44 promulgated 
thereunder as applicable to the following proposed 
transaction. All interested persons are referred to 
the declaration, which is summarized below for a 
complete statement of the proposed transaction. 


Arkansas proposes to lease to One Arkansas As- 
sociates, a Massachusetts limited partnership 
(“Owner’), four parcels of land and related ease- 
ments and rights (‘Land’) and to sell to Owner 
four buildings and related improvements (‘‘Im- 
provements’). The Land and Improvements are 
currently owned by Arkansas and are located at, 
or in the vicinity of, the Arkansas Nuclear One 
Generating Station situated near Russellville, in 
Pope County, Arkansas. Owner will pay Arkansas 
book value for the Improvements, which includes 
allowance for funds used during construction, plus 
certain expenses incurred in connection with the 
proposed transaction, for a total cost currently es- 
timated to be approximately $21,295,000. 


Pursuant to a Lease and Sublease Agreement 
(“Lease”) Owner will lease the Improvements and 
sublease the Land back to Arkansas. Arkansas 
understands that the Lease rates during the pri- 
mary terms are equivalent to an effective annual 
interest rate of approximately 14.08% per annum. 
Arkansas expects to charge the payments under 
the Lease to operating expenses and to account 
for the transaction as a lease, since the rent is 
such that Arkansas will not acquire any ownership 
interest in the Improvements subject to the Lease. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 23, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
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such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For The Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21981/March 27, 1981 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-6309) 


SUPPLEMENTAL ORDER AUTH ORIZING ISSU- 
ANCE AND SALE OF COMMON STOCK PURSU- 
ANT TO A DIVIDEND REINVES TMENT AND 
COMMON SHARE PURCHASE PLAN 


Northeast Utilities (‘Northeast’) , a registered 
holding company, has filed with this Commission a 
post-ef fective amendment to the declaration in 
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this proceeding pursuant to Sect ions 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 (‘A 
ct”) and Rule 50(a)(5) promulgated thereunder re- 
garding the following p roposed transaction. 


Pursuant to prior orders of the Commission, 
Northea st has been authorized to issue and sell 
up to 7,000,000 of its authoriz ed but unissued 
common shares, $5 par value, pursuant to its Divi- 
dend Reinvestment and Common Share Purchase 
Plan adopted in 1974, as amended (‘Plan’). As of 
January 15, 1981, Northeast had issued and sold 
6,706, 372 of its authorized common shares pur- 
suant to the Plan. About 51,000 s hareholders 
were members of the Plan on January 15, 1981. 


Northeast now proposes to issue and sell, from 
time to time up to February 1, 1982, th e 293,628 
shares remaining from the 7,000,000 shares previ- 
ously authoriz ed, plus a maximum of 1,200,000 
additional authorized but unissued shares (‘‘Addi- 
tional Common Shares’). Issuance of some of the 
Additional Common shares will be required in 
order for Northeast to meet its obligations under 
the Plan with respect to dividends which would be 
declared for the quarter ending March 31, 1981. 
The purchase price for each of the shares as of an 
Investment Date will be the average of the closing 
sales prices for common shares as reported by the 
Wall Street Journal as Composite Transactions 
during the five trading days immediately preceding 
the Investment Date. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act. (HCAR No. 21941), and no hearing 
has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 
Act and rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest 
of investors and consumers that said declaration, 
as amended by said post-effective amendment, be 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


664/SEC DOCKET 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21982/March 27, 1981 
In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


CENTRAL POWER AND LIGHT COMPANY 
102 North Chapparral Street 
Corpus Christi, Texas 78401 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 

P.O. Box 21106 

Shreveport, Louisiana 71156 


WEST TEXAS UTILITIES COMPANY 
301 Cypress 
Abilene, Texas 79604 


(70-6566) 


NOTICE OF PROPOSAL OF PARENT TO MAKE 
CAPITAL CONTRIBUTIONS TO SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that Central and 
South West Corporation (“CSW’), a registered 
holding company, and its subsidiaries, Central 
Power and Light Company (‘CPL’), Southwestern 
Electric Power Company (“SWEPCO”) and West 
Texas Utilities (“WTU”) have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’) 
designating Sections 6,7,9,10 and 12(f) of the Act 
and Rule 50(a)(3) promulgated thereunder as ap- 
plicable to the proposed transactions. All interest- 
ed persons are referred to the application- 
declaration which is summarized below, for a 
complete statement of the proposed transaction. 


Volume 22, No. 7, April 14, 1981 





CSW proposes to make capital contributions of up 
to $45 million to CPL prior to June 30, 1981, up to 
$55 million to SWEPCO and up to $10 million to 
WTU, both prior to August 31, 1981. the subsidiar- 
ies will each use the proceeds to repay short-term 
loans. CSW expects to finance the capital contri- 
butions through the sale of $6 million common 
stock prior to September 30, 1981 together with 
proceeds from the sale of new common stock 
under its Dividend Reinvestment and Stock Own- 
ership, Employee Thrift and Tax Reduction Em- 
ployee Stock Ownership plans. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 20, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of this interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated addresses and 
proof of service (by affidavit or, in the case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILIT Y HOLDING COMPANY ACT OF 
1935 


Release No. 21983/March 27, 1981 
In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 


West Springfield, Massachusetts 
(70-6571) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF NOTES TO BANKS PURSUANT TO AN 
AMENDED LOAN AGREEMENT 


WESTERN Massachusetts Electric Company 
(“WMECO’”), a public-utility subsidiary company of 
Northeast Utilities, a registered holding company, 
has filed a declaration with this Commission pur- 
suant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘Act’) regarding 
the following proposed transaction. 


WMECO has previously been authorized (File No. 
70-5912) to issue and sell notes to banks pursu- 
ant to a Loan Agreement (‘‘Bank Loan Agree- 
ment’), dated as of October 12, 1976, among the 
company and Chemical Bank and Citibank, N.A. 
(“Banks”), pursuant to which an aggregate princi- 
pal amount of $20,000,000 of the company’s notes 
were issued (“Bank Loan’) and are outstanding. 
The Bank Loan of $20,000,000 is unsecured, ma- 
tures on March 30, 1984, and carries an interest 
rate equal to 105% of the prime rate of Chemical 
Bank. There is no requirement for compensating 
balances and the Bank Loan may be prepaid at 
any time without premium or penalty. 


It is now stated that, in view of current high inter- 
est rates and dividend rates on martgage bonds 
and preferred stock, WMECO has negotiated and 
proposes a further amendment (“Amendment”) to 
the Bank Loan Agreement to provide for (i) an in- 
crease in the aggregate principal amount of the 
Bank Loan from $20,000,000 to $30,000,000, (ii) a 
second mortgage on WMECO’s undivided interest 
in Millstone Unit No. 1 (“Mortgage”) as security for 
the Bank Loan, (iii) a reduction in the interest rate 
effective January 1, 1981, to (a) 102% of the prime 
rate of Chemical Bank (as defined in the Bank 
Loan Agreement) or (b) 102% of a rate one-half of 
1% above the certificate of deposit rate, whichever 
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is higher, and (iv) extension of the maturity of the 
Bank Loan to December 31, 1985. Chemical Bank 
and Citbank, N.A., each of which holds 
$10,000,000 of the outstanding Bank Loan, will 
each loan an additional $5,000,000 to WMECO. 
The lien of the Mortgage on Millstone Unit No. 1 
will be junior to the lien of the company’s First 
Mortgage Indenture and Deed of Trust, dated as 
of August 1, 1954. 


The funds to be derived by WMECO from the in- 
crease in the Bank Loan will be applied, together 
with other funds avialable, to the reduction of the 
company’s outstanding short-term borrowings 
incurred for the company’s construction program 
and for general corporate purposes. As of January 
31, 1981, and February 27, 1981, short-term 
borrowings of WMECO amount to $27,525,000 
and $48,450,000, respectively. The company has 
experienced an unexpected, rapid increase in its 
short-term borrowings in recent months, associ- 
ated primarily with the purchase of replacement 
fossil fuel to generate power during an extension 
of a Millstone Unit No. 1 refueling outage so that 
plant repairs could be effected. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21945), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21984/March 27, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6560) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK 


American Electric Power Company, Inc. (‘“Ameri- 
can’), a registered holding company, has filed a 
declaration with this Commission pursuant to Sec- 
tions 6(a), 7, and 12(c) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 42 and 50 
promulgated thereunder regarding the following 
proposed transaction. 


American proposes to issue and sell up to 
9,000,000 shares of its authorized but unissued 
common stock, par value $6.50 per share, to un- 
derwriters at competitive bidding to be carried out 
in accordance with the requirements of Rule 50 
under the Act. The purchasers of the common 
stock at such competitive bidding will agree 
promptly to make a public offering of the stock. 


It is stated that if market conditions should not be 
propitious for the sale of the common stock on a 
competitive bidding basis, american proposes, 
subject to further authorization by the Commis- 
sion, to negotiate with underwriters for the sale of 
the stock, in which case the proposed public offer- 
ing terms and proceeds to American would be de- 
termined by such negotiation and submitted to the 
Commission for its approval. 


American intends to use the net proceeds of the 
sale of common stock (estimated at approximately 
$150,000,000), from time to time after such sale, 
to pay off at or before maturity, and to retire, an 
equivalent amount of short-term debt of American 
(represented by commercial paper or notes paya- 
ble to banks, or both) outstanding as of the date of 
the sale of the stock. At February 5, 1981, Ameri- 
can had short-term debt of $112,075,000 out- 
standing, and it estimates that not more than 
$165,000,000 of short-term debt will be outstand- 
ing as of the date of the sale of the common stock. 
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Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21939), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21985/March 30, 1981 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 

Shreveport, Louisiana 

WEST TEXAS UTILITIES 


Abilene, Texas 
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(70-6534) 


ORDER AUTHORIZING FUEL EXPLORATION 
AND DEVELOPMENT BUDGETS 


Central Power and Light (“CPL”), Public Service 
Company of Oklahoma (“PSO”), Southwestern 
Electric Power Company (“SWEPCO”) and West 
Texas Utilities (“WTU”), electric utility subsidiaries 
of Central and South West Corporation (“CSW”), 
a registered holding company, together with Cen- 
tral and South West Fuels, Inc. (“CSWF’’), a fuel 
subsidiary of CPL, PSO, SWEPCO, and WTU 
have filed an application-declaration with this 
Commission pursuant to sections 9(a), 10, 12 and 
13 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 80-95 promulgated there- 
under as applicable to the following proposed 
transactions. 


By orders dated December 28, 1978, March 30, 
1979, May 11, 1979, May 31, 1979, June 28, 
1979, July 31, 1979, October 31, 1979 and April 1, 
1980 (HCAR Nos. 20864, 20933, 21046, 21071, 
21124, 21165, 21234 and 21506), applicants- 
declarants were authorized fuel exploration and 
development budgets for the period January 1, 
1979 through March 31, 1981. Applicants- 
declarants here request fuel exploration and de- 
velopment authorizations for the period April 1, 
1981 through December 31, 1981. 


CSWF and the operating companies have budg- 
eted expenditures of $15,849,000 for the period 
April 1, 1981 through December 31, 1981 for lig- 
nite projects. In addition, they have budgeted 
$1,584,000 as a contingency against cost over- 
runs. The activities will be conducted by CSWF as 
agent for the operating companies. 


For the period from April 1, 1980 through March 
31, 1981 the Commission had authorized the 
expediture of $3,500,000 for the exploration and 
development of the New Castle-Crystal Falls coal 
prospect. It is estimated that only $1,049,000 of 
the $3,500,000 budgeted will be expended by 
March 31, 1981, leaving $2,451,000 unexpended. 
CSWF has budgeted $2,581,000 for all coal pro- 
jects for the period April 1, 1981 through Decem- 
ber 31, 1981. The budgeted amount includes 
$2,451,000 for the New Castle-Crystal Falls Area 
(Texas) which will be expended as part of the 
same program and for the same purposes as the 
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$3,500,000 budgeted for the previous period, 
$118,000 for engineering and feasibility studies 
related to other coal projects and $12,000 as a 
contingency element for other coal studies con- 
ducted during the budget period. 


Additionally, CPL, PSO and SWEPCO have budg- 
eted $18,000,000, $11,560,000, and $1,850,000, 
respectively, for the period April 1, 1981 through 
December 31, 1981, for oil and gas exploration 
and development activities to be conducted by 
them unilaterally or with entities not affiliated with 
any CSW operating company. CPL, PSO and 
SWEPCO have budgeted $1,800,000, $1,156,000 
and $185,000 respectively to protect against cost 
overruns. 


CSWF and the operating companies have budg- 
eted $35,000 for uranium expenditures for the pe- 
riod from April 1, 1981 through December 31, 
1981. An additional contingency amount of $3,000 
is budgeted to protect CSWF against unforeseen 
cost overruns. Most of these expenditures will be 
for land-related legal fees for PSO’s uranium hold- 
ings. 


CSWF’s general and administrative expenses for 
the budget period are estimated at $782,000, plus 
a contingency of $78,000 to protect CSWF against 
unforeseen additional costs. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated to 
be $1200 including $1000 in legal fees. No state 
commission or federal commission, other than this 
Commission has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21931) and 
no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act and subject further to the require- 
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ment that within 45 days after the end of each 
quarter, CSWF shall file reports providing: (a) cor- 
porate balance sheets, quarterly and annual in- 
come statements and a quarterly computation of 
the cost of capital: (b) CSWF total quarterly 
administrative and general expenditures as com- 
pared to annual budget; (c) schedule of expendi- 
tures made by the operating companies, according 
to fuel type, for the quarter and from inception to 
date; (d) by fuel project, schedules of: (1) acres 
acquired from inception to date, (2) quantity of fuel 
in proven and potential reserves and (3) expendi- 
tures for the quarter, for six months to date and 
from inception to date, as compared to annual 
budgeted amounts;(3) a narrative description of 
activities for each fuel project during the quarter; 
(f) for fuel projects in a development stage, the de- 
velopment expenditures for the quarter and from 
inception to date as compared to annual budget; 
(g) during the quarter for fuel projects in a produc- 
tion stage, the quantity of production, the amount 
shipped, to whom sold, the F.O.B. mine and well- 
head price sold, and the computation of the cost of 
fuel sold; (h) if applicable, the monthly form 423 
reports submitted to the Federal Energy Regula- 
tory Commission by the operating companies. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21986/March 30, 1981 
In the Matter of 

ALLEGHENY POWER SYSTEM, INC. 
320 park Avenue 

New York, New York 10022 

(70-6578) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF COMMON STOCK 


NOTICE IS HEREBY GIVEN that Allegheny Power 
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System, Inc. (“APS”), a registered holding compa- 
ny, has filed a declaration with this commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6 and 7 of 
the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. 
All interested persons are referred to the declara- 
tion, which is summarized below, for a complete 
statement of the proposed transaction. 


APS proposes to issue and sell at competitive bid- 
ding, pursuant to Rule 50 under the Act, not more 
than 6,000,000 shares of its authorized and 
unissued common stock, par value $2.50 per 
share. In the event competitive bidding is not fea- 
sible, negotiations with underwriters will take 
place, subject to further authorization by the Com- 
mission. 


The proceeds of the sale of the additional common 
stock, estimated at $84,000,000, together with 
other available funds, will be used to repay short- 
term debt and for other corporate purposes. It is 
estimated that approximately $90 million of short- 
term bank loans or commercial paper will be out- 
standing on June 11, 1981. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 29, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21987/March 31, 1981 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTES ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND POWER SERVICE COMPANY 
Westborough, Massachusetts 


(70-6557) 


ORDER AUTHORIZING SHORT TERM BANK 
BORROWINGS, INSSUANCE OF COMMERCIAL 
PAPER, AND ESTABLISHMENT OF A SYSTEM 
MONEY POOL: EXCEPTION FROM COMPETI- 
TIVE BIDDING 


New England Electric System (“NEES”), a regis- 
tered holding company, and five of its subsidiaries, 
Granite State Electric Company (‘‘Granite’’), 
Massachusetts Electric Company (“Mass Elec- 
tric’), the Narragansett Electric Company (“Narra- 
gansett’), New England Power Company (“NEP”) 
and New England Power Service Company 
(“NEPSCO’”) have filed an application-declaration 
and an amendment thereto with this Commission 
designating Sections 6(a), 7, 9 (a), 10 and 12 of 
the Public Utility Holding Company Act of 1935 
(‘Act’) and Rules 42(a), 43, 45(a), 50(a)(2), 
50(a)(3) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. 


The transactions proposed in this application- 
declaration relate to short-term borrowings by the 
above named subsidiaries of NEES. The com- 
panies propose to borrow from NEES, banks, a 
system money pool and/or to issue commercial 
paper. Authorization is also sought for the creation 
of the money pool. 
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Granite, Mass Electric. NEP and NEPSCO seek 
authorization to have an aggregate outstanding 
principal amount of borrowings not to exceed 
$3,500,000, $8,500,000, $195,000,000 and 
$4,000,000, respectively, through March 31, 1982. 
Narragansett seeks authorization to have an ag- 
gregate outstanding principal amount of 
borrowings of $6,500,000 from April 1, 1981 to De- 
cember 31, 1981 and to have that authorization 
automatically increased to $22,500,000 for the pe- 
riod January 1, 1982 through March 31, 1982. The 
proceeds of the proposed borrowings are to be 
used to pay outstanding notes to banks, dealers in 
commercial paper, NEES and/or borrowings from 
the money pool, to provide new money for capital- 
izable expenditures (or reimburse the treasury 
therefor), to refund maturing bonds pending per- 
manent financing, and for other corporate pur- 
poses. 


NEP tentatively plans to issue $100,000,000 of 
bonds and $50,000,000 of preferred stock during 
1981. At such time as NEP issues either the bonds 
or the preferred stock, the requested 
$195,000,000 authorization will be reduced by the 
amount of such issue. When both issues are con- 
summated, NEP would be authorized to have a 
maximum aggregate amount of short-term bor- 
rowings outstanding of $45,000,000. 


The bank borrowings would be from a group of 40 
banks, would be evidenced by notes maturing in 
less than one year from the date of issuance and 
would be made in any of the following manners: 


(i) the borrowing companies may main- 
tain funds in the banks which repre- 
sent compensating balances or may 
pay fees to the banks equivalent to 
such compensating balance require- 
ments. The effective interest cost of 
such borrowings will not be greater 
than the effective interest cost of 
borrowings at the prime rate with 
compensating balance requirements of 
10% of the line of credit and 10% of 
any borrowings thereunder. 


The borrowing companies may negoti- 
ate borrowings without compensating 
balances of the payment of fees at an 
effective interest cost equivalent to the 
effective cost of borrowings made 
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under arrangements calling for com- 
pensating balances or the payment of 
fees. The effective interest cost to the 
borrowing companies will not be great- 
er than the effective compensating bal- 
ance requirements of 10% of the line 
of credit and 10% of any borrowings 
thereunder. 


Borrowing may be made at fixed rates, 
which may be greater than the then 
current prime rate, but in no event 
greater than the limit on the effective 
interest cost under paragraph (ii) 
above. 


Based on compensating balance requirements of 
10% to 20%, or fees equivalent thereto, the effec- 
tive interest cost of bank borrowings under para- 
graphs (i) and (ii) above would be approximately 
18.4% to 21.3% per annum based on the current 
prime rate of 17%. 


Bank borrowings may be prepaid, in whole or part, 
with borrowings from NEES or the Pool or from the 
sale of commercial paper. 


Borrowings from NEES would be at the prime rate 
and would be evidenced by notes maturing in less 
than one year from the date of issuance. The bor- 
rowing companies may prepay their notes to 
NEES, in whole or in part, with borrowings from 
banks or the pool or from the sale of commercial 
paper. In the event of borrowings from banks at a 
higher interest rate or the sale of commercial 
paper at a higher effective interest cost, to prepay 
notes to NEES, NEES will credit the borrowers for 
any excess interest from the date of issuance of 
the new notes or commercial paper to the normal 
maturity date of the notes to NEES being prepaid. 
Conversely, in the event of borrowings from NEES 
to prepay notes to banks, the interest rate of the 
notes issued to NEES will be the lower of (1) the 
interest rate on the notes being prepaid or (2) the 
prime interest rate in effect, but with respect to (1) 
only to the maturity date of the notes so prepaid, 
and thereafter at the prime interest rate in effect at 
the time new notes are issued. Mass Electric and 
NEP propose to issue and sell commercial paper 
during the period through March 31, 1982 directly 
to Lehman Commercial Paper Incorporated and/or 
A.G. Becker & Co., Incorporated and/or Salomon 
Brothers, dealers in such commercial paper. The 


Volume 22, No. 7, April 14, 1981 





dealers, as principals, will reoffer such commercial 
paper to not more than 100 of their respective cus- 
tomers whose names appear on nonpublic lists 
prepared in advance by each of the dealers. 


The commercial paper will be in the form of 
unsecured promissory notes having varying matu- 
rities of not in excess of 270 days. Actual maturi- 
ties will be determined by makret conditions, the 
effective interest cost to the issuer and the issu- 
er’s cash requirements at the time of issuance. 
The commercial paper will be in denominations of 
not less than $50,000. The terms of the commer- 
cial paper do not provide for prepayment prior to 
maturity. The commercial paper will be purchased 
by Lehman, Becker and/or Solomon from the issu- 
er at discount which will not be in excess of the 
discount rate per annum prevailing at the date of 
issuance for the particular maturity at which prime 
commercial paper of comparable quality is sold by 
public utility issuers to commercial paper dealers. 
Lehman, Becker and/or Solomon will initially 
reoffer the commercial paper at a discount rate not 
more than % of 1% per annum less than the pre- 
vailing discount rate to the issuer. The effective in- 
terest cost to the issuer of such paper will not ex- 
ceed the effective interest costs at the time of 
issue for borrowings from The First National Bank 
of Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of such ef- 
fective interest cost from The First National Bank 
of Boston. 


The borrowing companies propose to reduce their 
need for outside borrowing through the use of a 
money pool. Under the money pool, surplus funds 
that may be available from time to time in the 
treasuries of certain of the borrowing subsidiaries 
will be used to make loans to subsidiaries in need 
of short-term funds. Each member will determine 
each day on the basis of cash flow projections the 
amount of surplus it has available for contribution 
to the pool. These surplus funds will be turned 
over to New England Power Service Company 
which will administer the pool as agent for the 
member companies (‘Agent’). NEES may not bor- 
row funds from the pool or loan funds to the pool. 


Loans from the pool would be made pursuant to 
open account advances. Evidence of indebted- 
ness would not be parpared for each pool transac- 
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tion unless a lending subsidiary requests such evi- 
dence. In such event, the Agent may receive upon 
demand a promissory note evidencing the transac- 
tion. Loans will be made first to the borrower 
paying the highest rate for outside funds. If two or 
more members are paying the same rate, loans 
will be made to them equally until the needs of one 
are met. All short-term borrowing needs of mem- 
bers will be met by surplus funds in the pool to the 
extent such funds are available. All loans from the 
pool will be made payable on demand and may be 
prepaid by the borrower without penalty. 


Borrowing companies will pay a monthly rate 
based upon the rate the borrower would otherwise 
have to pay an outside lender. Those companies 
without the ability to issue commercial paper will 
pay the monthly average of the floating prime rate 
to the First National Bank of Boston. Those 
companies with the ability to issue commercial 
paper will pay the weighted monthly average of 
the rates on outstanding commercial paper of all 
subsidiaries. During any month when no such 
commercial paper is outstanding, the rate will be 
the monthly average of the rate for high grade 
30-day commercial paper sold through dealers by 
major corporations as published in the Wall Street 
Journal. The rate to be used for weekends and 
holidays will be the next preceding published rate. 


Each member will receive as interest that fraction 
of the total interest received by the pool equal to 
the ratio of the surplus funds the member has con- 
tributed to the total surplus funds in the pool. Such 
interest will be computed on a monthly basis. Each 
member may withdraw for operational purposes 
any of its surplus funds at any time without notice. 
If there are more surplus funds in the pool than are 
necessary to meet the borrowing needs of the 
members, the Agent will invest the excess on be- 
half of the pool in certain instruments permitted by 
Massachusetts law. It is anticipated that lenders to 
the pool will receive a higher return on their invest- 
ments than they otherwide would. Borrowers will 
obtain reduced fees due to a reduced need for 
bank lines of credit. 


Mass Electric and NEP request an exception from 
the competitive bidding requirements of Rule 50 
pursuant to subparagraph (a)(5) for the issuance 
and sale of commercial paper. 


The New Hampshire Pubiic Utilities Commission 
has authorized the proposed issuance of notes by 
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Granite and NEP. The Massachusetts Department 
of Public Utilities has approved the proposed 
money pool activities of Mass Electric and NEP. 
No other state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion over the proposed transactions. There are no 
fees or commissions to be incurred in connection 
with the proposed transactions. Expenses for inci- 
dental services to be performed by NEPSCO at 
cost are estimated to be $2250. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21947) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21988/March 31, 1981 


In the Matter of 

JERSEY CENTRAL POWER & LIGHT 
COMPANY 

Morristown, New Jersey 
METROPOLITAN EDISON COMPANY 


Muhlenberg Township 
Berks County, Pennsylvania 
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PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6572) 


ORDER AUTHORIZING SALE OF UTILITY AS- 
SETS TO A NONASSOCIATE COMPANY 


Jersey Central Power & Light Company 
(“JCP&L”’), Metropolitan Edison Company (‘‘Met- 
Ed’), and Pennsylvania Electric Company 
(“Penelec’”’), public-utility subsidiary companies of 
General Public Utilities Corporation, a registered 
holding company, have filed a declaration with this 
Commission pursuant Section 12(d) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 44 promulgated thereunder as applicable to 
the proposed transaction. 


JCP&L, Met-Ed, and Penelec (the Owners’) re- 
spectively own 25%, 50%, and 25% undivided in- 
terests in the Three Mile Island Nuclear Gener- 
ating Station Unit No. 2, near Middletown, 
Pennsylvania (“TMI-2”). On March 28, 1979, a 
nuclear accident occurred at TMI-2 which has 
made the nuclear steam supply components of 
that unit inoperable. TMI-2 has been out of serv- 
ice since March 28, 1979, and it will remain out of 
service until the contaminated and damaged parts 
of the plant are decontaminated, inspected, and 
repaired, and suspension of the right to operate 
the unit is restored, a process which is expected to 
take between five and seven years to complete. 
To the best of the Owners’ knowledge and belief, 
the various components of the turbine generator, 
including its roters, were not damaged or other- 
wise affected by the accident. 


On January 15, 1981, representatives of Virginia 
Electric and Power Company (‘““VEPCO”), an elec- 
tric utility company with a service area in Virginia, 
North Carolina, and West Virginia, contacted the 
Owners and informed them that they discovered 
during a scheduled outage that the low pressure 
roter no. 2 in one of VEPCO’s North Anna nuclear 
generating units had to be replaced or else the af- 
fected unit would be required to be operated at a 
reduced power rating and later possibly suffer an 
unscheduled outage. VEPCO requested the 
Owners to make available to VEPCO a West- 
inghouse-manufactured turbine generator low- 
pressure roter (and certain associated equipment) 
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from TMI-2 manufacturer, Westinghouse Electric 
Corporation, would take perhaps two years. 


Recognizing VEPCO’s urgent needs, its assist- 
ance to the Owners during the immediate after- 
math of the TMI-2 incident, and the likelihood that 
the requested roter would not be needed for 
TMI-2 operations for the next five to seven years, 
the Owners agreed to sell the requested roter to 
VEPCO in consideration of an amount equal to the 
Owners’ respective book costs of the roter 
(including applicable overhead and allowance for 
funds during construction), less accumulated de- 
preciation, if any, charged to customers prior to 
the removal of TMI-2 from base rates, which at 
December 31, 1980, was $4,605,856 (the ‘“con- 
tract price’). VEPCO will also pay the Owner's an 
amount equal to the sum of (a) the income tax ef- 
fect on the difference between the Owners’ book 
cost of the roter and their income tax basis for the 
roter plus (b) an additional amount to compensate 
for income taxes on such differences which is esti- 
mated to be $1,299,458, and the sales and use 
taxes applicable to the transaction, if any. 


VEPCO will bear the costs and pay all expenses 
associated with dismantling, detaching, rigging, 


blocking, loading, inspecting, testing, crating, and 
shipping the roter from TMI-2 to its North Anna 
Station, and will also pay the costs of proceedings 
before this Commission and other regulatory bod- 
ies, and obtaining title opinions and releases from 
the indenture trustees and others. The roter is 
being purchased in its “as is, where is’ condition. 


VEPCO is required to purchase and deliver to 
TMI-2 at VEPCO’s cost and risk, a new Westing- 
house-manufactured turbine generator low- 
pressure roter of the same type as is to be sold to 
VEPCO (or, if a roter of the same type is not then 
available, of a type which is then available and is 
satisfactory for the purpose and is compatible with 
the other TMI-2 equipment), upon payment to 
VEPCO of an amount equal to the contract price. 


It is stated that the proposed sale will furnish the 
Owners with immediate cash which can be used 
for their urgent business purposes, including sink- 
ing fund or maintenance fund payments, and will 
relieve the Owners of the cost and risk of main- 
taining and securing the roter during the period of 
inactivity before TMI-2 is restored to service. 
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Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act. (HCAR No. 21951) 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21989/April 1, 1981 


In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 


(70-6581) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETI- 
TIVE BIDDING 


Western Massachusetts Electric Company 
(“WMECO’”), an electric utility subsidiary of 
Northeast Utilities, a registered holding company, 
has filed an application with this Commission pur- 
suant to Section 6(b) of the Public Utility Holding 
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Company Act of 1935 (‘Act’) and Rule 50 there- 
under. WMECO proposes to issue and sell up to 
$25,000,000 principal amount of first mortgage 
bonds at competitive bidding. The bonds will have 
a maturity of not less than five nor more than thirty 
years and will be issued under the First Mortgage 
Indenture and Deed of Trust dated as of August 
1,1954, as supplemented and as to be further sup- 
plemented. The exact terms will be determined by 
competitive bidding. The net proceeds from the 
sale of the bonds will be used to repay, in part, 
WMECO’s outstanding short-term borrowings esti- 
mated at $46,000,000 at the time of the bond sale 
in May 1981. 


The application and any amendments thereto are 
available for public inspection through the Office 
of Public Reference. Any interested person 
wishing to comment or request a hearing should 
submit views in writing by April 27, 1981 to the 
Secretary, Securities and Exchange Commission 
Washington, D.C. 20549, and serve a copy on the 
applicant at the address specified above and proof 
of service (by affidavit or, in the case of an attor- 
ney at law, by certificate) should be filed with the 
request. Any request for hearing shall identify spe- 
cifically the issues of fact or law that are disputed. 
A person, who so requests, will be notified of any 
hearing, if ordered, and will receive a copy of any 
notice or order issued in this matter. After said 
date the application, as filed or as it may be 
amended, may be granted effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21990/April 1, 1981 
In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 
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MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6553) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK TO PARENT 


Middle South Utilities, Inc. (“Middle South’), a reg- 
istered holding company, and Louisiana Power & 
Light Company (‘Louisiana’), an electric utility 
subsidiary, have filed an application-declaration 
with this Commission pursuant to Sections 6(a), 7, 
9(a), 10 and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’) and Rules 43 and 
50(a)(3) promulgated thereunder regarding the 
proposed transactions. 


Louisiana proposes to issue and sell to Middle 
South, and Middle South proposes to acquire, 
from time to time through December 31, 1981, ata 
price of approximately $6.60 per share, or 
$40,000,000 in the aggregate, up to 6,060,700 
shares of Louisiana’s common stock, no par. 
Louisiana presently has 75,746,400 shares of no 
par common stock outstanding all of which are 
owned by Middle South. Upon consummation of 
the sale, Louisiana will have issued and outstand- 
ing 81,807,100 shares of common stock, no par, 
stated in its Common Stock Account at an aggre- 
gate of $538,900,000. The proceeds will be used 
to finance, in part, Louisiana’s construction pro- 
gram, to repay short-term borrowings and for other 
corporate purposes. The construction program 
contemplates expenditures of approximately 
$280,000,000 in 1981 and will require funds in ex- 
cess of available treasury funds. The company will 
have short-term borrowings up to an aggregate 
principal amount of $165,000,000 outstanding at 
any one time during the remainder of 1981 as au- 
thorized by order of the Commission dated De- 
cember 1, 1980 (HCAR No. 21811). 


To the extent funds are required from external 
sources to acquire the new common stock, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured promissory notes issued 
under a revolving credit agreement dated as of 
June 27, 1980, as amended, with a group of 
banks, authorized by this Commission by order 
dated June 17, 1980 (HCAR No. 21628) or pursu- 
ant to other future bank borrowing arrangements 
for which authorization would be sought. 
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The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated 
not to exceed $3,000. It is stated that no state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21949) and no hearing has been re- 
quested of or ordered by the Commission. Under 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration be, and it hereby is, 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 21991/April 2, 1981 

In the Matter of 


MISSISSIPPI POWER AND LIGHT COMPANY 
Jackson, Mississippi 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6554) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK TO PARENT 


Middle South Utilities, Inc. (“Middle South”), a reg- 
istered holding company, and Mississippi Power & 
Light Company (“MP&L’), an electric utility sub- 
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sidiary, have filed an application-declaration with 
this Commission pursuant to Sections 6(a), 7, 
9(a), 10 and 12(f) of the Public Utility Holding com- 
pany Act of 1935 (‘Act’) and Rules 43 and 
50(a)(3) promulgated thereunder regarding the 
proposed transactions. 


MP&L proposes to issue and sell to Middle South, 
and Middle South proposes to acquire, up to 
870,000 shares of MP&L common stock, no par, at 
$23.00 per share for an aggregate purchase price 
of $20,010,000. MP&L presently has 4,540,000 
shares of no-par common stock outstanding. All of 
these shares are owned by Middle South and have 
an aggregate book value of $176,547,000. Upon 
consummation of the proposed transaction, MP&L 
will credit its common stock capital account with 
$20,010,000 and Middle South with the same 
amount to reflect its investment. 


MP&L proposes to use the net proceeds from the 
issuance and sale of the new common stock to 
pay short-term indebtedness incurred to finance 
the company’s budget as set forth in the exhibits 
to the filing. MP&L and Middle South purpose that 
the common stock be sold in installments and at 
such times during calendar year 1981 as the 
companies determined based upon MP&L’s con- 
struction financing requirements. 


MP&L has sought Commission authorization for 
an amendment to its Restated Articles of Incorpo- 
ration to increase the authorized number of com- 
mon shares from 5,000,000 to 15,000,000 shares. 
An order authorizing this proposal was issued on 
March 24, 1981 (HCAR No. 21976). 


To the extent funds are required from external 
sources to acquire the new common stock, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured promissory notes issued 
under a revolving credit agreement dated as of 
June 27, 1980, as amended, with a group of banks 
authorized by Commission order dated June 17, 
1980 (HCAR No. 21628) or pursuant to other bank 
borrowing arrangements for which Commission 
authorization would be sought. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated 
not to exceed $3,000. It is stated that no state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 
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Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21948) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration be, and it hereby is, 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 621/ March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6304/ Marcn 27, 1981 


TRUST INDENTURE ACT OF 1939 
Release No. 622/March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6305/ March 27, 1981 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11707/ March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6305/ March 27, 1981 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11708 / March 27, 1981 


In the Matter of 


BOSTON MUTUAL LIFE INSURANCE 
COMPANY 


and 


BOSTON MUTUAL LIFE VARIABLE ACCOUNT 
A 

120 Royal Street 

Canton, Massachusetts 02021 


(812-4438) 


NOTICE OF FILING OF AN APPLICATION FOR 
AN ORDER AMENDING AN EXISTING ORDER 
PURSUANT TO SECTION 11 OF THE ACT AP- 
PROVING CERTAIN OFFERS OF EXCHANGE. 


NOTICE IS HEREBY GIVEN that Boston Mutual 
Life Insurance Company (the ‘‘Company’’), a 
mutual life insurance company established under 
the laws of the Commonwealth of Massachusetts, 
and Boston Mutual Life Variable Account A (the 
“Variable Account’), a separate account of the 
Company registered under the Investment Com- 
pany Act of 140 (‘Act’) as a unit investment trust 
(collectively “Applicants’), filed an application on 
October 10, 1980 for an order amending an 
existing order pursuant to Section 11 of the Act 
approving certain offers of exchange. All interest- 
ed persons are referred to the application on file 
with the Commission for a statement of the facts 
and representations contained therein, which are 
summarized below. 
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The Variable Account, a separate account of the 
Company, was organized as a unit investment 
trust pursuant to a custodian agreement between 
the Company, as sponsor-depositor, and The 
State Street Bank and Trust Company (‘State 
Street’), as custodian, and registered under the 
Act. The Variable Account was established for the 
purpose of funding certain variable annuity con- 
tracts (the “Contracts’). The investor may allocate 
all or a portion of each purchase payment made 
for the Contracts among one or more of the regis- 
tered open-end management investment com- 
panies which comprise the underlying investments 
of the Variable Account. The Contracts provide for 
the accumulation of such purchase payments with 
accrued earnings, until the annuity commence- 
ment date selected by the purchaser, as which 
time annuity payments begin as designated by the 
Contract owner. 


Section 11 


Section 11(a) of the Act makes it unlawful for any 
registered open-end investment company or prin- 
cipal underwriter therefor to make an offer to the 
holder of a security of such company or of any 
other open-end investment company to exchange 
his security for a security in the same or another 
such company on any basis other than the relative 
net asset values of the respective securities to be 
exchanged unless the terms of the offer have first 
been submitted to the Commission. Section 11(c) 
provides that the provisions of subsection (a) shall 
be applicable irrespective of the basis of exchange 
to any offer of exchange of any security of a regis- 
tered open-end company for a security of a regis- 
tered unit investment trust and to any type of offer 
of exchange of the securities of registered unit in- 
vestment trusts for the securities of any other in- 
vestment company. 


On December 18, 1979, the Variable Account ob- 
tained an order of the Commission (Investment 
Company Act Release No. 10987) which, among 
other things, permitted Applicants to allow owners 
of the variable annuity contracts issued by the Ap- 
plicants to have exchanges of shares among the 
several mutual funds which underlie the Contracts. 


Applicants request modification of such order and 
a further exemption from Section 11 to the extent 
necessary to permit the Variable Account to add 
the following three mutual funds as underlying in- 
vestments: 
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1. EDWARD D. JONES & CO. DAILY 
PASSPORT CASH TRUST 
(File Nos. 2-66437 & 811-2993) 


2. LEGG MASON CASH RESERVE 
TRUST 
(File Nos. 2-62218 & 811-2853) 


3. TRUST FOR CASH RESERVES 
(File Nos. 2-65848 & 811-2966) 


In support of its request for further exemption from 
Section 11, Applicants state that the public policy 
considerations which gave rise to the granting of 
the original order apply equally to the addition of 
the three new funds, and that the addition of such 
funds is in the public interest since it would pro- 
vide investors with a greater investment selection. 
Applicants further submit that the addition of these 
new funds is consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 20, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reason for such request and the 
issues of fact or law proposed to be controverted, 
or he or she may request that he or she be noticed 
if the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail upon Appli- 
cants at the address stated above. Proof of such 
service (by affidavit or in case of an attorney-at- 
law by certificate) shall be filed contemporaneous- 
ly with the request. At any time after April 20, 
1981, as provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein may be issued 
by the Commission upon the basis of the informa- 
tion stated in said application unless an order for 
hearing upon said application shall be issued upon 
request or upon the Commission's own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11709 /March 31, 1981 


In the Matter of 


TECHNOLOGY FUND, INC. 
KEMPER TOTAL RETURN FUND, INC. 
KEMPER GROWTH FUND, INC. 
KEMPER SUMMIT FUND, INC. 
KEMPER INCOME AND CAPITAL 
PRESERVATION FUND, INC. 
KEMPER MUNICIPAL BOND FUND, INC. 
KEMPER OPTION INCOME FUND, INC. 
KEMPER HIGH YIELD FUND, INC. 
KEMPER FUND FOR GOVERNMENT 
GUARANTEED SECURITIES, INC. 
KEMPER FINANCIAL SERVICES, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(812-4754) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 
AND RULE 22d-1 THEREUNDER 


Technology Fund, Inc., Kemper Total Return 
Fund, Inc., Kemper Growth Fund, Inc., Kemper 
Summit Fund, Inc., Kemper Income and Capital 
Preservation Fund, Inc., Kemper Municipal Bond 
Fund, Inc., Kemper Option Income Fund, Inc., 
Kemper High Yield Fund, Inc., and Kemper Fund 
for Government Guaranteed Securities, Inc., each 
registered under the Investment Company Act of 
1940 (‘Act’) as a diversified, open-end, manage- 
ment investment company (collectively, “Funds’), 
and Kemper Financial Services, Inc. (‘Kemper Fi- 
nancial’), principal underwriter and investment 
manager for the Funds (hereinafter, Funds and 
Kemper Financial are referred to as “Applicants’’), 
filed an application on October 24, 1980, and an 
amendment thereto on December 8, 1980, re- 
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questing an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicants from 
the provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder, to the extent necessary to per- 
mit the sale of shares of the Funds (and shares of 
such other registered open-end, management in- 
vestment companies for which Kemper Financial 
may serve as principal underwriter in the future) at 
net asset value, without imposition of normal sales 
charges and without regard to minimum intitial in- 
vestment requirements, to employees of action 
companies which are affiliates of Kemper Finan- 
cial who are participants in a non-tax qualified em- 
ployee benefit plan. 


On February 27, 1981, a notice was issued (In- 
vestment Company Act Release No. 11657) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found 
that the granting of the requested exemption is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the requested exemption from the provi- 
sions of Section 22(d) of the Act and Rule 22d-1 
thereunder be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11710/ March 31, 1981 


In the Matter of 


T. ROWE PRICE TAX-EXEMPT 
MONEY FUND, INC. 

100 East Pratt Street 

Baltimore, Maryland 21202 


(812-4807) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM THE PRO- 
VISIONS OF RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


T. Rowe Price Tax-Exempt Money Fund, Inc. 
(“Applicant”), registered under the Investment 
Company Act of 1940 (‘‘Act’”) as an open-end, di- 
versified management investment company, filed 
an application on January 16, 1981, requesting an 
order of the Commission, pursuant to Section 6(c) 
of the Act, exempting Applicant from the provi- 
sions of Rules 2a—4 and 22c-1 under the Act to 
the extent necessary to permit Aplicant to compute 
its net asset value per share, for the purposes of 
effecting sales, redemptions and repurchases of 
its shares, to the nearest one cent on a share 
value of one dollar. 


On March 2, 1981, a notice (Investment Company 
Act Release No. 11660) was issued of the filing of 
said application. The notice gave interested per- 
sons an opportunity to request a hearing, and stat- 
ed that an order disposing of the matter would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Rules 2a-—4 and 22c-1 under the 
Act, to the extent requested, be, and hereby is, 
granted, effective forthwith, subject to the follow- 
ing conditions to which Applicant has consented: 
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. Applicant's Board of Directors, in 
supervising Applicant’s operations 
and delegating special responsibili- 
ties involving portfolio management 
to the Applicant’s investment advis- 
er, undertakes (as a particular re- 
sponsibility within the Board’s overall 
duty of care owed to Applicant’s 
shareholders) to assure, to the ex- 
tent reasonably practical, taking into 
account current market conditions 
affecting the Applicant's investment 
objectives, that Applicant's net asset 
value per share as computed for pur- 
poses of effecting sales, redemp- 
tions and repurchases of its shares, 
rounded to the nearest one cent, will 
not deviate from $1.00. 


. Applicant will seek to maintain a 
dollar-weighted average portfolio 
maturity appropriate to its objective 
of maintaining a stable price per 
share, and Applicant will not (i) pur- 
chase an instrument with a remain- 
ing maturity greater than one year, 
or (ii) maintain a dollar-weighted av- 
erage portfolio maturity in excess of 
120 days. 


. Applicant’s purchases of portfolio in- 
struments, including repurchase 
agreements, will be limited to those 
U.S. dollar denominated instruments 
which the Board of Directors deter- 
mines present minimal credit risks, 
and which are of high quality as de- 
termined by any major rating service 
or, in the case of any instrument that 
is not rated, of comparable quality as 
determined by the Board. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11711/March 31, 1981 


In the Matter of 


THE TORONTO-DOMINION BANK 
c/o Leland J. Markley, Esq. 

Kelley, Drye & Warren 

350 Park Avenue 

New York, New York 10022 


(812-4722) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM ALL PRO- 
VISIONS OF THE ACT 


The Toronto-Dominion Bank (“Applicant”) filed an 
application on August 26, 1980, and an amend- 
ment thereto on January 29, 1981, for an order of 
the Commission pursuant to Section 6(c) of the In- 
vestment Company Act of 1940 (‘Act’) exempting 
Applicant from all provisions of the Act. 


On March 5, 1981, a notice was issued of the filing 
of said application (Investment Company Act Re- 
lease No. 11667). The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order would be issued as of course 
unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter has been considered, and it is found 
that the granting of the exemption requested pur- 
suant to Section 6(c) of the Act is appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. According- 
ly, 


IT 1S ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from all pro- 
visions of the Act be, ard hereby is, granted, ef- 
fective forthwith, subject to the following condi- 
tions: 1( Applicant will ensure that the commercial 
paper dealers in the United States through which it 
sells commercial paper notes, and Applicant if it 
sells the notes directly, will provide to each 
offeree, prior to sale, a memordandum which de- 
scribes Applicant's business and contains the 
most recent fiscal year-end balance sheet and in- 
come statement of Applicant; such memorandum 
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and financial statements will describe any material 
differences between Canadian accounting princi- 
ples applicable to chartered banks and generally 
accepted accounting principles applicable to 
United States commercial banks; such memoran- 
dum will be at least as comprehensive as those 
customarily used in commercial paper offerings by 
bank holding companies in the United States and 
will be updated periodically to reflect material 
changes in Applicant’s financial status, and 2) any 
future offering of Applicant’s debt securities in the 
United States will be made only pursuant to a reg- 
istration statement under the Securities Act of 
1933 Act or pursuant to an applicable exemption 
from registration under such Act, and any such of- 
fering will be made on the basis of disclosure doc- 
uments required for such registration or exemption 
and in any event at least as comprehensive in its 
description of the Applicant as is customary in 
such offerings of similar debt securities in the 
United States. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11712 / March 31, 1981 


In the Matter of 
AMERICAN BIRTHRIGHT TRUST 
and 


TAX-MANAGED FUND FOR UTILITY SHARES, 
INC. 

247 Royal Palm Way 

Palm Beach, Florida 33480 


(812-4822) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER WHICH PURSUANT TO 
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SECTION 6(c) OF THE ACT GRANTED A TEN- 
PORARY EXEMPTION FROM SECTION 16(a) OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that American Birth- 
right Trust and Tax-Managed Fund for Utility 
Shares, Inc. (“Applicants”), each registered under 
the Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified, management investment 
company, filed an application on March 23, 1981, 
pursuant to Section 6(c) of the Act requesting an 
order of the Commission amending a previous 
order of the Commission dated February 24, 1981 
(Ivestment Company Act Release No. 11644). The 
previous order temporarily exempted Applicants 
from certain provisions of Section 16(a) of the Act 
to permit pursuant to a court order three “‘disinter- 
ested” persons and one new “interested” person 
to serve on the board of directors or board of trust- 
ees of the Applicants until Applicants’ 1981 annual 
meeting of shareholders. The amended order 
would extend the time period of the exemption to 
June 30, 1981, from April 30, 1981, the expiration 
date specified in the previous order. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


Applicants state that on December 30, 1980, the 
United States District Court for the District of Co- 
lumbia entered an order in Securities and Ex- 
change Commission v. American Birthright Trust 
Management, Inc. et al., Civil Action No. 80-3306 
(“Order”). The entry of that Order resulted in the 
settlement of an injunctive action brought by the 
Commission against the investment adviser, offi- 
cers of the investment adviser, and the directors 
and trustees of the Applicants as a result of cer- 
tain alleged violations of the Securities Act of 1933 
(‘1933 Act’) and the Act committed by the above 
entity and individuals in their administration of the 
affairs of the Applicants. Among other things, the 
Order required that the investment adviser of the 
Applicants and the officers of the investment ad- 
viser take action to ensure that at least 60% of the 
members of the board of trustees of American 
Birthright Trust and board of directors of Tax- 
Managed Fund for Utility Shares, Inc. would 
consist of disinterested directors or trustees hav- 
ing no previous affiliation with any of the defend- 
ants in this case and with whom the Commission 
shall have no objection. Pursuant to that provision 
of the Order all but one member of Applicants’ pre- 
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vious boards resigned and were replaced by four 
individuals, three of whom had no previous affilia- 
tion with any of the defendants in the injunctive ac- 
tion. Thus, only one member of Applicants’ pres- 
ent boards has been elected by the shareholders 
of Applicants. 


Section 16(a) of the Act, provides, in part, that, ex- 
cept for the filling of certain vacancies on a board 
of directors, no person can serve as a director of a 
registered investment company unless elected by 
shareholders. In the event that at any time less 
than a majority of directors have been elected by 
shareholders, Section 16(a) requires that a special 
meeting of shareholders be held within sixty days 
for the purpose of electing directors to fill any 
existing vacancies on the board unless the Com- 
mission shall, by order, extend such period. In 
order to prevent their boards from being improper- 
ly constituted after February 28, 1981, Applicants 
requested, pursuant to Section 6(c) of the Act, a 
temporary order of exemption from certain provi- 
sions of Section 16(a) of the Act until April 30, 
1981. The Commission issued such an order on 
February 24, 1981 (Investment Company Act Re- 
lease No. 11644). 


In their intitial application Applicants stated that 
their new boards, assisted by independent coun- 
sel, who was appointed pursuant to the terms of 
the Order, were reviewing the advisory and serv- 
ice contracts with Applicants’ investment adviser 
(American Birthright Trust Management, Inc.) as 
required by the Order. Applicants further stated 
that, while their new boards required additional 
time within which to complete this review, it was 
intended that the review would be completed in 
sufficient time to permit proxy statements for the 
1981 annual shareholder meetings to reflect the 
results of those deliberations. Such meetings were 
planned for the month of April, 1981. 


In their application for an amended order Appli- 
cants state that their new boards remain actively 
engaged in the review of the advisory and service 
contracts and do not expect to complete such re- 
view in time to permit submissions to Applicants’ 
shareholders of the results of that review prior to 
April 30, 1981. Accordingly, Applicants have re- 
quested that the Commission amend its temporary 
order dated February 24, 1981, to extend the time 
period of the temporary exemption granted therein 
until June 30, 1981. 
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In support of their request for extension of the 
temporary order, Applicants state that their boards 
have requested and have been provided exten- 
sive, detailed materials in connection with their re- 
view of the advisory and service contracts. Ac- 
cording to Applicants, evaluating these materials 
has taken more time than the new boards had an- 
ticipated would be necessary when the initial ap- 
plication in this matter was filed. In the view of the 
new boards, it is in the interests of the Applicants 
and their shareholders and consistent with the 
purposes of the Order that the boards take as 
much time as is necessary to perform a thorough 
review of the advisory and service contracts. It is 
represented that this director and trustee review 
process includes ongoing discussions with Appli- 
cants’ investment adviser as to the natue and 
manner of the investment advice and other services 
which are and should be provided by the adviser 
to Applicants. It is expected that this review will be 
completed in time so that its results can be consid- 
ered by shareholders at the annual shareholder 
meetings of Applicants that are now scheduled to 
be held on or before June 30, 1981. 


In addition to the above considerations, Applicants 
note that the holding of special shareholder meet- 
ings by April 30, 1981, to elect directors and trust- 
ees (in order to comply with the Commission’s 
February 24th order) would result in the holding of 
two shareholder meetings within three months. 
Applicants contend that this would impose an un- 
necessary and inappropriate burden on them, and 
would constitute an unjustifiable cost to their 
shareholders. 


Applicants further contend that other factors cited 
by the Commission in its order of February 24, 
1981, including the District Court’s entry of the 
Order, the concurrence of the Commission with 
the terms of the Order, and the temporary nature 
of the exemptive relief sought, remain applicable 
to its request for amendment of the Commission’s 
temporary exemption. 


Applicants conclude that, in light of the foregoing, 
the requested amended order is appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Section 6(c) of the Act provides that the Commis- 
sion, by order upon application, may conditionally 
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or unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
under the Act, if and to the extent that such ex- 
emption is necessary or appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 27, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
son who request a hearing, or advice as to wheth- 
er a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11713/April 1, 1981 


In the Matter of 


HUSCO BROADCASTING AND ELECTRONICS 
CORPORATION AND 

HUSCO CABLEVISION CORPORATION 

c/o Baer, Napier & Colburn, L.C. 

731 Fifth Avenue 

Huntington, West Virginia 25701 


(811-2915) 
(811-2916) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT APPLICANTS HAVE 
CEASED TO BE INVESTMENT COMPANIES 


On March 6, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11672) of an ap- 
plication filed on January 29, 1981, by Husco 
Broadcasting and Electronics Corporation (“Com- 
pany’) and Husco Cablevision Corporation (col- 
lectively ‘““Applicants’), a wholly-owned subsidiary 
of Company, each registered as a closed-end, 
non-diversified, management investment company 
under the Investment Company Act of 1940 
(‘Act’), for an order of the Commission declaring 
that Applicants have ceased to be investment 
companies. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order 
disposing of the application would be issued un- 
less a hearing should be ordered. No request for a 
hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found 
that Applicants have ceased to be investment 
companies. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act that the registration of Husco Broadcasting 
and Electronics Corporation and Husco Cable- 
vision Corporation under the Act shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11714/April 1, 1981 


In the Matter of 


BROAD STREET INVESTING CORPORATION 
NATIONAL INVESTORS CORPORATION 
UNION CAPITAL FUND, INC. 

UNION INCOME FUND, INC. 

J. & W. SELIGMAN & CO. INCORPORATED 
SELIGMAN DISTRIBUTOR, INC. 

One Bankers Trust Plaza 

New York, New York 10006 


(812-4787) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANTS FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 
AND RULE 22d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Broad Street In- 
vesting Corporation, National Investors Corpora- 
tion, Union Capital Fund, Inc., Union Income Fund, 
Inc. (the “Funds’”), J. & W. Seligman & Co. Incor- 
porated (J. & W. Seligman’) and Seligman Dis- 
tributor, Inc. (“Seligman Distributor’) (collectively 
the “Applicant’) filed an application on December 
24, 1980, and an amendment thereto on March 
25, 1981, for an order of the Securities and Ex- 
change Commission (‘Commission’), pursuant to 
Section 6(c) of the Investment Company Act of 
1940 (the “Act’), exempting Applicants from the 
provisions of Section 22(d) of the Act and Rule 
22d-—1 thereunder to the extent necessary to per- 
mit sales of the Fund’s securities at net asset 
value to certain tax qualified employee benefit 
plans for employees of the Seligman Companies, 
as described below. All interested person are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


The Funds are organized under the laws of the 
state of Maryland, and are registered under the 
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Act as diversified, open-end, management invest- 
ment companies. The Funds are currently en- 
gaged in continuous public offerings of their 
shares through Union Service Distributor, Inc. As 
of January 1, 1981, such shares have been distrib- 
uted through Seligman Distributor at public offer- 
ing prices equal to net asset value plus a sales 
charge. 


J. & W. Seligman, a Delaware corporation, be- 
came investment manager for the Funds on Janu- 
ary 1, 1981. J. & W. Seligman currently has two 
wholly-owned subsidiaries. One, Seligman Distrib- 
utor, is the general distributor of the Funds. The 
other, Seligman Securities, Inc., is a member firm 
of the New York and American Stock Exchanges. 
J. & W. Seligman and its subsidiaries, including 
any which may be formed after the date of the ap- 
plication, are hereinafter referred to as the 
“Seligman Companies”. At January 1, 1981, the 
employees of the Seligman Companies (hereinaft- 
er “Seligman Affiliated Employees’) totaled ap- 
proximately 200 persons. 


Applicants state that the Seligman Affiliated Em- 
ployees are covered by two trusteed employee 
benefit plans qualified under Section 401 of the In- 
ternal Revenue Code, both of which are empow- 
ered to invest in shares of the Funds. Applicants 
propose that the plans, the J. & W. Seligman & 
Co. Incorporated Profit Sharing Plan and the J. & 
W. Seligman & Co. Incorporated Retirement In- 
come Plan (collectively the “Plans’’), be permitted 
to make purchases of shares of the Funds at net 
asset value without the payment of any sales char- 
ge. In addition, Applicants state that distributions 
on Fund shares acquired under the Plans would 
be reinvested in Fund shares at net asset value. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell 
any redeemable security issued by it to any per- 
son except at a current public offering price de- 
scribed in the prospectus, and if such class of se- 
curity is being currently offered to the public by or 
through an underwriter, no principal underwriter of 
such security and no dealer shall sell any such se- 
curity to any person except at a current public of- 
fering price described in the prospectus. Rule 
22d-1 permits reductions in, or elimination of, the 
sales load charged upon the sale of shares under 
certain circumstances. Applicants submit that the 
sale of Fund shares to Seligman Affiliated Employ- 
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ees at net asset value under the Plans may con- 
flict with the provisions of Section 22(d) of the Act 
and Rule 22d-1 thereunder. 


Applicants argue that, while Rule 22d—1(i) permits 
sales without any sales charges to certain employ- 
ees of affiliated persons of the Funds or employee 
benefit plans covering those employees, this 
would not be available to employees of the 
Seligman Companies who are employed in posi- 
tions that do not directly provide investment advice 
to or distribute shares of the Funds. Applicants 
also claim that an argument may be made that 
purchases of Fund shares at net asset value by 
Seligman Affiliated Employees under the Plans 
are permitted by Rule 22d-1(f), which permits 
elimination of sales charges upon sale pursuant to 
a uniform offer described in the prospectus and 
made to certain types of employee benefit plans 
including the Plans. Applicants submit that it is not 
clear that net asset value sales to the Seligman 
Affiliated Employees by the Plans would meet the 
“uniform offer’ requirement of Rule 22d-1(f) and 
have determined to seek an exemption from Sec- 
tion 22(d) of the Act and Rule 22d-1 thereunder, 
pursuant to Section 6(c) of the Act. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission by order upon application 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, 
from any provision of the Act or any rule under the 
Act, if and to the extent such exemption is neces- 
sary or appropriate in the public interest and con- 
sistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions 
of the Act. 


Applicants submit that investment by Seligman Af- 
filiated Employees under the Plans in shares of 
the Funds at net asset value is supported by policy 
considerations, that such sales should result in 
demonstratable economies in sales effort and 
sales related expense as compared with other 
sales and would not be unjustly discriminatory, 
and that the grant of the exemption requested by 
Applicants is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes of Section 22(d) of the Act. Applicants 
further submit that the affiliation of the Funds with 
the other Seligman Companies is the basis for a 
unique relationship of the Seligman Companies to 
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the Funds, which can be expected to result in 
economies of sales related expenses that justifies 
elimination of all sales charges on Fund shares 
purchased by the Plans without discriminating 
against other employee benefit plans or other pur- 
chasers of Fund shares. 


Applicants state that prospectuses and existing 
sales literature of the Funds will be available to 
those persons making investment decisions for the 
Plans, but no individual sales effort will be ex- 
pended, and no independent dealers will be in- 
volved. All Seligman Affiliated Employees will re- 
ceive, at least annually, notice from their em- 
ployers concerning the Plans. This notice, which 
will be furnished at the expense of the employers, 
will identify the various Funds, describe their in- 
vestment objectives, indicate that investments in 
the Plans would be at net asset value, and in the 
case of the Profit Sharing Plan detail the payroll 
deduction and other ways in which investments 
could be made. This material will also indicate that 
additional information concerning the Plans and 
the Funds can be obtained from their employer 
and Seligman Distributor, respectively, and will in- 
form employees of the availability of Fund pro- 
spectuses from their employer. It is represented 
that Seligman Distributor will coordinate such 
sales and will provide such normal sales-related 
services as specifically requested by the adminis- 
trative committees or beneficiaries of the Plans. 
Applicants do not anticipate that there will be 
many such requests for services. Applicants state 
that employees can be expected to have familiarity 
with the Funds, thereby reducing necessary sales 
efforts. According to the application, Applicants 
have concluded that sales of Fund shares at net 
asset value to tax qualified employee benefit plans 
should be limited to the Plans on the grounds that 
the Seligman Affiliated Employees covered by the 
Plans, because of their familiarity with, and loyalty 
to, the Funds generally can be expected to need 
less selling effort and expense than would be the 
case with regard to sales to other tax qualified em- 
ployee benefit plans. Applicants state that partici- 
pants in the Plans will be required to undertake 
that they are acquiring Fund shares for investment 
purposes. 


For the reasons stated above, Applicants believe 
that allowing the Plans to purchase Fund shares at 
net asset value without the payment of any sales 
charge will promote employee incentive, goodwill 


Volume 22, No. 7, April 14, 1981 


and loyalty on the part of the Seligman Affiliated 
Employees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 27, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accompan- 
ied by a statement as to the nature of his interest, 
the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rites and Exchange. Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
son who request a hearing, or advice as to wheth- 
er a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY OF 1940 
Release No. 11715/April 1, 1981 


In the Matter of 


NEW YORK MUNICIPAL TRUST 
Series 1 and Subsequent Series 


MUNICIPAL SECURITIES TRUST 
Series 1 and Subsequent Series 
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A CORPORATE TRUST 
Series 1 and Subsequent Series 


and 


BEAR, STEARNS & CO. 
55 Water Street 
New York, New York 10041 


(812-4542, 812-4362, 812-4347) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER AMENDING PRIOR ORDERS PURSU- 
ANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTIONS FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT AND APPROVING 
EXCHANGES PURSUANT TO SECTION 11(a) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that New York Mu- 
nicipal Trust, Series 1 and subsequent series 
(‘New York Trust’), Municipal Securities Trust, 
Series 1 and subsequent series (‘‘Municipal 
Trust”), A Corporate Trust, Series 1 and subse- 
quent series (‘Corporate Trust’), each a unit in- 
vestment trust registered under the Investment 
Company Act of 1940 (‘Act’) (collectively, the 
“Trusts’), and their sponsor, Bear, Stearns & Co. 
(“Bear, Stearns’) (collectively, with the Trusts, 
“Applicants”), filed an application on October 31, 
1980, and an amendment thereto on February 26, 
1981, seeking an order of the Commission 
amending, in the manner described below, three 
prior orders of the Commission dated October 17, 
1978, November 8, 1978 (as amended on Novem- 
ber 30, 1979) and May 23, 1980 (Investment Com- 
pany Act Release Nos. 10444, 10475 (10966) and 
11184). The prior orders (‘Prior Orders’) pursuant 
to Section 6(c) of the Act exempted Applicants 
from the provisions of Section 22(d) of the Act to 
the extent necessary to permit Applicants to es- 
tablish the “Reinvestment Plan,” the ‘Conversion 
Offer” and the “Exchange Privilege” and approved 
the terms of certain offers of exchange pursuant to 
Section 11(a) of the Act. Applicants now seek to 
amend the Prior Orders to modify the basis upon 
which securities under those special plans are 
priced for sales and purchases. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 
As stated in the application, Bear, Stearns organ- 
izes and markets successive series of corporate 
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and tax-exempt bond unit investment trusts. All 
units of such trust sold by the sponsor or under- 
writer during the initial primary distribution of the 
trust are sold at a price based on the aggregate 
offer side evaluation of the bonds in the trust port- 
folio, plus accrued interest and the applicable 
sales charge. The sales charge (subject to volume 
discounts) on such trusts is 4% percent of the pub- 
lic offering price per unit. Although Bear, Stearns 
is not obligated to do so, it states that it has main- 
tained and intends to continue to maintain a sec- 
ondary market in the units of each trust for a peri- 
od of 3 to 5 years from the date of its organization. 
Applicants state that prior to approximately No- 
vember 1, 1980, the secondary market was based 
upon the offer side evaluation, but since that date, 
the pricing for all units resold or repurchased in 
the secondary market has been based upon the 
bid side evaluation of the bonds. Applicants repre- 
sent that the offer price is generally 1% to 2% 
higher than the bid price. Accordingly, this change 
in the secondary market pricing results in invest- 
ors who sell units to Bear, Stearns in the second- 
ary market (at the bid side evaluation) receiving 
slightly less than before and investors who pur- 
chase secondary market units (at the bid side 
evaluation) paying a correspondingly lesser 
amount for their units than before. 


According to the application, on October 17, 1978, 
with respect to Corporate Trust and on November 
8, 1978, with respect to New York Trust, the Com- 
mission issued orders exempting the Trusts and 
Bear, Stearns, inter alia, from the provisions of 
Section 22(d) of the Act to permit the Trusts and 
Bear, Stearns to offer the Reinvestment Plan. 
Under the Reinvestment Plan Trust certificate 
holders who had elected to receive semi-annual 
distributions would have the option to reinvest au- 
tomatically, and at a reduced sales charge (3%2%), 
income and principal distributions into units of fu- 
ture series of the Trusts or, if no future series were 
available, into units of a previously formed series 
which have been purchased by Bear, Stearns in 
the secondary market and with respect to which a 
registration statement is currently effective. The 
price of such units would be based on the offering 
side evaluation of the portfolio of the Trust. The 
original order issued to New York Trust was 
amended by a subsequent order issued on No- 
vember 30, 1979, to enable certificate-holders 
who had elected to receive annual distributions 
also to participate in the Reinvestment Plan. 
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As set forth in the application, on May 23, 1980, 
the Commission issued an order exempting Bear, 
Stearns and the Trusts from the provisions of Sec- 
tion 22(d) of the Act and approved certain pro- 
posed exchanges pursuant to Section 11(a) of the 
Act to enable Applicants to establish the Conver- 
sion Offer and the Exchange Privilege. The Con- 
version Offer allows unit owners of any registered 
unit investment trust for which no active secondary 
market is being maintained to redeem their units 
and reinvest the proceeds into units of any series 
of the Trusts at the net offering side evaluation of 
such units plus a fixed sales charge of $15 per unit 
(rather than the usual 472% sales charge). Pursu- 
ant to the Exchange Privilege, subject to certain 
conditions, Trust unit owners are permitted to sell 
units of a Trust back to Bear, Stearns at the net of- 
fering side evaluation of such units and simultane- 
ously purchase from Bear, Stearns units of anoth- 
er Trust at the net offering side evaluation of such 
units plus a fixed sales charge of $15 per unit. 


Applicants request an amendment to the Prior 
Orders so that all units purchased or sold under 
the Reinvestment Plan, the Conversion Offer or 
the Exchange Privilege will be priced based upon 
the aggregate bid price evaluation of the bonds in 
the applicable Trust portfolio rather than the ag- 


gregate offering price evaluation. Applicants rep- 
resent that they are seeking this amendment to 
enable Bear, Stearns to conform its pricing prac- 
tice for units purchased or sold under the Rein- 
vestment Plan, the Conversion Offer and the Ex- 
change Privilege to its pricing practice in effect for 
all Trust units purchased from and sold to public 
investors in regular primary and secondary market 
transactions. Applicants submit that the effect of 
the requested amendments will be that partici- 
pants in the Reinvestment Plan, the Exchange 
Privilege and the Conversion Offer will purchase 
and sell units of the Trusts based upon the same 
portfolio pricing terms as all other investors who 
purchase and sell Trust units through Bear, 
Stearns or the underwriters in regular transac- 
tions. Therefore, Applicants state that if the re- 
quested order is granted, all purchases and sales 
of primary distribution Trust units will be priced 
based upon the offer side evaluation and all pur- 
chases and sales of secondary market Trust units 
will be priced based upon the bid side evaluation. 


According to Applicants, if the Prior Orders are 
amended as requested, the Reinvestment Plan, 
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the Exchange Privilege and the Conversion Offer 
will operate as described below. Under the Rein- 
vestment Plan, future Trust distributions will be re- 
invested in units of a current series of a Trust dur- 
ing its initial offering period at the aggregate 
offering price evaluation of the units plus accrued 
interest and the 3% sales charge; if units of a 
Trust in primary distribution are unavailable, the 
distributions will be reinvested in secondary mar- 
ket units of a prior series of a Trust at the aggre- 
gate bid price evaluation of the units plus accrued 
interest and the 3%% sales charge. Similarly, 
units purchased pursuant to the Reinvestment 
Plan wil be repurchased by Bear, Stearns from the 
investor at a price based upon the offering side 
evaluation during the initial offering period of the 
Trust and at a price based upon the bid side eval- 
uation thereafter. 


Applicants state that Bear, Stearns anticipates 
that there always will be a Trust in primary distri- 
bution available for reinvestment under the plan. 
Accordingly, investors who participate in the Rein- 
vestment Plan should anticipate having their distri- 
bution reinvested in units based upon the higher, 
offering side evaluation rather than the lower, bid 
side evaluation. As justification for this result, Ap- 
plicants submit that it is not economically feasible 
for Bear, Stearns to offer only secondary market 
units under the Reinvestment Plan or to offer all 
available secondary market units before offering 
any primary market units: in view of high interest 
costs, Bear, Stearns tries to maintain a low inven- 
tory of secondary market units and thus would not 
have sufficient units to meet all reinvestment 
needs; in addition, it would not be feasible eco- 
nomically to supply each participant (who must be 
furnished a prospectus of the reinvestment Trust) 
with prospectuses of several different Trusts and 
let the participant select the Trust for reinvest- 
ment. Moreover, Applicants cite the facts that the 
Reinvestment Plan is entirely optional and that 
participants have the option to decline to partici- 
pate in any specific reinvestment under the plan. 
Finally, Applicants submit that participants under 
the Reinvestment Plan will continue to receive the 
benefit of the lower sales charge regardless of the 
price basis used. 


Under the Exchange Privilege, as amended, units 
tendered for exchange will be priced according to 
the status of the Trust rather than always at the of- 
fering side: if the Trust is still in a primary distribu- 
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tion, the units will be repurchased by Bear, 
Stearns at a price based upon the offer price eval- 
uation of the underlying bonds in the Trust; if the 
initial distribution has been completed then the 
units will be repurchased at a price based upon 
the bid price evaluation. Likewise, the units of the 
Trust selected by the participant for purchase will 
be sold at a price based upon: the offering price 
evaluation if the Trust into which the participant is 
exchanging is in primary distribution and the bid 
price evaluation if the initial distribution has been 
completed. In justification of this pricing method 
Applicants submit that the participant is free to 
choose to reinvest in a Trust in primary or second- 
ary distribution so long as either or both are avail- 
able. 


The Conversion Offer will be affected by the 
amendment in the same manner as the Exchange 
Privilege; units of Trusts selected for reinvestment 
will no longer be priced based upon the offering 
price evaluation of the portfolio of the Trust. Rath- 
er, units will be priced, as set forth above, accord- 
ing to the status of the Trust selected. Again Appli- 
cants submit that the participant is free to choose, 
depending upon availability, either a Trust in pri- 
mary distribution or a Trust in secondary distribu- 
tion for reinvestment and thereby determine 
whether the units will be priced based upon the bid 
or offer side. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 27, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rites and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
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hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 755/March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6305/March 27, 1981 





LITIGATION 





Litigation Release No. 9329/March 31, 1981 


SEC v. GALLAGHER, BOYLAN & COOK, INC. 
and MICHAEL J. BOYLAN (U.S.D.C., C.D. Cal., 
Civil Action No. 81-1287—Kn(Kx) 


Michael J. Stewart, Administrator of the Los 
Angeles Regional Office, announced that on 
March 19, 1981, the Honorable David V. Kenyon 
of the United States District Court for the Central 
District of California entered an Order of Prelimi- 
nary Injunction against Gallagher, Boylan & Cook, 
Inc. and Michael J. Boylan. 


The defendants were charged in the Complaint, 
filed on March 17, 1981, with violations of the net 
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capital, customer protection and record keeping 
provisions of the Securities Exchange Act of 1934 
in connection with the activities of Gallagher, 
Boylan & Cook, Inc., a broker-dealer. 


The Order of Preliminary Injunction enjoins de- 
fendant Gallagher, Boylan & Cook, Inc. from 
violating and defendant Michael J. Boylan from 
aiding and abetting further violations of Sections 
15(c)(3) and 17(a)(1) of the Securities Exchange 
Act of 1934 and Rules 15c3-1, 15c3-3 and 17a-3 
promulgated thereunder. The entry of the Order of 
Preliminary Injunction was consented to by the de- 
fendants without admitting or denying the allega- 
tions of the Commission's Complaint. 


Concurrent with the filing of the Commission's 
Complaint the Securities Investor Protection Cor- 
poration (“SIPC”) filed an Application against 
Gallaher, Boylan & Cook, Inc. charging similar vio- 
lations of the Securities Exchange Act of 1934 and 
seeking, among other things, an Order appointing 
a trustee for the liquidation of the business of the 
defendant broker-dealer pursuant to the Securities 
Investor Protection Act of 1970. The entry of such 
Order was consented to by the defendant broker- 
dealer without admitting or denying the allegations 
of SIPC’s Application. 





Litigation Release No. 9330/April 1, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
U.S. FINANCIAL INC., et al., United States Dis- 
trict Court for the Southern District of California, 
Civil Action No. 74-—0092-T 


The Securities and Exchange Commission (‘“‘Com- 
mission”) announced that on March 20, 1981, the 
Hon. Howard B. Turrentine, United States District 
Judge for the Southern District of California 
entered, in the above-captioned matter, a Judg- 
ment of Permanent Injunction against John B. 
Halverson (‘Halverson’) a past president and 
chief operating officer of U.S. Financial Inc. The 
Judgement permanently enjoins Halverson from 
violating certain anti-fraud, reporting and proxy 
provisions of the federal securities laws. 


Halverson was charged with participating ina 
_ scheme to, among other things, falsely inflate the 
earnings of U.S. Financial Inc. See Litigation Re- 
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lease No. 6258, February 25, 1974. The Judgment 
of Permanent Injunction was entered following a 
hearing on a Motion for Summary Judgment as to 
Halverson filed by the Commission. In granting the 
Commission’s motion the Court found that there 
existed no material issues of fact and that the 
Commission was entitled to judgment as a matter 
of law. 





Litigation Release No. 9331/April 2, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
GBC CLOSED CIRCUIT TV CORPORATION 
(United States District Court for the District of Co- 
lumbia, Civil Action No. 80-2710. 


The Commission announced today that on March 
18, 1981, the United States District Court for the 
District of Columbia entered a Final Judgment of 
Permanent Injunction against GBC Closed Circuit 
TV Corporation (“GBC”) of New York, New York, 
restraining and enjoining GBC from failing to file 
timely periodic reports and ordering it to comply 
with certain undertakings. GBC, consenting to the 
entry of the Court’s Judgment, acknowledged that 
it had failed to timely file 13 reports with the Com- 
mission. The Commission's Complaint was filed 
on October 22, 1980. 


The Complaint had alleged that GBC, as part of a 
continuing course of violative conduct extending 
over several years, failed to timely file with the 
Commission certain Annual and Quarterly Reports 
required to have been filed. GBC has agreed to 
adopt certain procedures to assure timely filing of 
reports required to be filed under the Securities 
Exchange Act of 1934. 





Litigation Release No. 9332/April 2, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
CLARK O. SCHAFER, (N.D. Cal., Civil Action No. 
C-81-0516-TEH) 
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Michael J. Stewart, Regional Administrator of the 
Commission’s Los Angeles Regional Office, and 
Bobby C. Lawyer, Associate Regional Administra- 
tor of the Commission’s San Francisco Branch Of- 
fice, announced that on March 26, 1981, the Hon- 
orable Thelton E. Henderson, United States 
District Judge for the Northern District of 
California, issued an Order of Permanent Injunc- 
tion and Appointment of a Receiver against Clark 
O. Schafer (‘‘Schafer’’). The order prohibits 
Schafer from violations of the anti-fraud provisions 
of the federal securities laws. In addition, the 
Court appointed a receiver to protect the interests 
of over 300 investors. The Court also enjoined 
Schafer from dissipating the assets of eight limited 
partnerships of which he is general partner. 
Schafer consented to the Court's order without 
admitting or denying the allegations of the com- 
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plaint. (For further information, see Litigation Re- 
lease Nos. 9282 and 9310). 








ACCOUNTING SERIES RELEASE 





ACCOUNTING SERIES 
Release No. 290/March 27, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6304/March 27, 1981 
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